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ABSTRACT 

Practitioner papers and research papers on higher 
education planning and budgeting are presented. "Before the Roof 
Caves In: A Predictive Model for Physical Plant Renewal" by Frederick 
M. Biedenweg and Robert E. Hutson outlines a systematic approach that 
was used at Stanford University to predict the associated costs of 
physical plaut maintenance over a period of years. "Academic Planning 
in the Cali r - \.;a State University and Colleges: The Aftermath of 
Proposition .4," by Sally K. Loyd describes the proposed and actual 
budgetary impacts of Proposition 13 on the California State 
University and Colleges and how the system responded to these 
impacts. In "Faculty Early Retirement: A Planning and Budgeting Issue 
in Higher Education," Barbara A. Mitchell outlines the steps taken in 
Oregon to determine faculty members' probabilities for retirement, 
the cost of alternative plans, and administrative, legal, and other 
concerns. "Policy- Impact Analysis: An Approach to Planning and 
Budgeting in Higher Education" by E. Raymond Hackett and James L. 
Morrison describes a four-stage model involving monitoring, 
forecasting, goal setting, and policy analysis and implementation. 
LaRue Tone Hosmer, in "Planning, Control and Motivation Systems: A 
Conceptual Framework," explains how planning, control, and motivation 
systems should not be considered separate entities in higher 
education. "Strategic Planning in the Small, Private, Liberal Arts 
College," by Raymond L. Siren reviews the literature on strategic 
planning, and "Doctoral Programs and the Labor Market, or How Should 
We Respond to the 'Ph.D. Glut'?" by William Zumeta presents an 
approach to policy analysis in support of decisions about doctoral 
programs in state universities. (Author/SW) 
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Preface 



Over the past ten years there have been many changes occurring lr 
higher education. These changes are most likely to continue through the 
1980s. The decrease In the size of traditional college-age cohort Indicates 
that some Institutions may expect either a decline li: their enrollments or a 
change In their student mix. Funding for public Institutions is becoming 
tighter rjs tax revenues become scarcer. The new Federal administration has 
also brought about new policies In Mghe- education. 

For higher education administrators responsible for the planning and 
budgeting functions, these changes make their jobs Increasingly difficult. 
The decisionmaking processes become more complex and the decisions more 
painful. The purpose of this document Is to serve as a mechanism through 
which administrators and researchers In higher education can share their 
ideas on making decisions in hopes that others might benefit from their 
ideas. The document itself Is a compilation of papers that were submitted 
in response to a competition sponsored by MCHEMS . The purpose of the 
competition was to identify Ideas relevant to higher-education planning and 
budgeting* 

The first category cf repetition was sponsored for practicing 
administrators in a highr jcatlon institution, In a state-level higher 
education agency, or in a .rate's executive or legislative branch. 

The first paper in this category, "Before the Roof Caves In: A 
Predictive Model for Physical Plant Renewal" by Frederick M, Biedenweg and 
Q nbert E. Hutson, outlines a systematic approach that was used at Stanford 

erslty to predict the associated cost of physical plant maintenance ever 
c ,ih. fod of years. The basis of the model developed is that the components 
:r subsystems of a facility have an Identifiable life expectancy and will 
require replacement after a predictable period of time. By using different 
life-length and cost estimates, a sensitivity analysis Is performed and a 
range of funding requirements derived. This analysis provides the 
administrator with a tool for allocating resources for specific needs and 
for identifying the future renewal and replacement, or maintenance 
requirements of the physical plant. 

"Academic Planning In the California State University and Colleges: The 
Aftermath of Proposition 13" L/ Sally K. Loyd describes the proposed and 
actual budgetary impacts of Proposition 13 on the California State 
University and Colleges (CSUC) end how the CSUC system responded to these 
Impacts. In addition, this paper examines the recommendation made by an 
advisory committee on Academic Planning and Program Review to concentrate on 
a rriss Ion-based plannirg system and describes hew this system was used by 
the CSUC* 

The final practitioner paper is "Faculty Early Retirement A Planning 
and Budgeting issue In Higher Education" by Barbara A. Mitchell. The steps 
that were taken »r Oregon In determining faculty members' probabilities for 
retlrr*nent, the cost of alternative early retirement plans, and the 
implications In terms of feasibility relaTed tc administrative, legal, 
political and market factors are cescrited in this paper. 
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The second category of competition was for faculty members, research 
associates, or graduate students !n academic programs related to higher 
education management, or researchers with national or regional higher 
education assoc 1 gt i ons. 

The first papor in the research category, "Policy-Impact Analysis: An 
Approach to Planning and Budgeting In Higher Education" by E. Raymond 
Hackett and James L. Morrison, presents a po I icy- impact analysis model for 
developing and assessing policies at the state level, consistent with 1he 
fiscal realities of .he 1980s and the power structures In higher education. 
Th s paper describes the four stages In the policy-Impact model: 
monitoring, forecasting, goal setting, and policy analysis and 
Implementation. 

"Planning, Control and Motivation Systems: A Conceptual Framework" by 
LaRue Tone Hosmer explelrs how planning, control end motivation systems 
should not be considered separate entitles In higher education, but part of 
a single system. The single system framework will help ensure that 
planning, control and motivation procedures are consistent at ell leve.s of 
an Institution. 

The third research paper, "Strategic Planning In the Small, Private, 
Literal Arts College" by Raymond L. Siren, reviews the literature en 
strategic planning. This paper indicates that the literature on higher 
education planning Is prescriptive In nature and prescribes the application 
of an Industrial planning model. Siren surveys small, private, liberal arts 
colleges on their planning practices and finds support for the applicability 
of an Industrial planning model both in formal, highly organized planning 
systems and In informal, unstructured planning systems. 

The last paper in the research category, "Doctoral Programs and the 
Labor Market, or How Should We Respond to the 'Ph.D. Glut'?" by William 
Zumeta, presents an approach to policy analysis In support cf decisions 
about doctoral programs In state universities. Zumeta's approach Is derived 
from the cost-benefit model of microeconomics. Material from a study of the 
policy environment of doctoral -I eve I education at the University ot 
California is used to Illustrate the utility and application of the 
approach. 
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Before the Poof Caves In: 
A Predictive Model for Physical Plant Renewal 



The Prob lem 

Higher education has experienced a tremendous expansion since the 
1950 f s. Stanford University typifies this growth pattern with over 15% of 
Its existing physical plant being constructed since 195I>. The emphasis 
during this growth period was expansion to meet increasing academic demands. 

One side effect of this rapid grow+h has been the creation of an 
increasingly large obligation for the future renewal and replacement of the 
physical plant. Often this need for plant renewal has not been fully 
realized or accepted. This has been especially true In recent periods of 
declining resources and has resulted In an Inadvertent erosion of University 
assets since maintenance (or reinvestment in the physical plc.nt) is usually 
the first budget item to be cut. If this erosion continues unchecked, many 
colleges and universities may soon find themselves in a position where the 
roof Is literally ready to cave In. 

While the competent administrator does not knowingly allow these 
conditions to develop, he or she Is frequently hindered by an incomplete 
understanding of the problem. This is not due to negligence on the parr of 
the administrator but has developed as a result of: 

The difficulty In determining exactly what constitutes 

mai ntenance. 

Tne i ack of an accepted quantitative method for evaluating and 

measuring maintenance n^eds. 

The lack of a consistent long range program which facilitates 

measuring results achieved vs. resources allocated. 

These factors have made planning and budgeting for maintenance or 
renewal of the physical plant an extremely difficult Issue to address and 
resol ve. 

In this paper we will present a quantitative method t or model, 
developed at Stanford University, which addresses both the sho^t and long 
term needs of the physical plant in a programmatic manner. It allows the 
administrator to accurately assess the maintenance program in conjunction 
with academic and construction programs for funding resources. 

Maintenance Programs and Methodologies 

Methodologies for defining maintenance needs and programs are 
traditionally o,»e of the three following types: 

— Straight Line or Histor i cal Funding - The previous year's budget 
base Is Incremented by a cprtain percentage annually to compensate 
for Identified changes such as Inflation, additional personnel, 
etc. 
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I dent! f Icat JaiLPi-Ngeds Based on Physical Sgrye> - A comprehensive 

facilities audit Is conducted to identify and quantify all current 
maintenance deficiencies. 

Formula Fundi ng - Annual maintenance needs are expressed in terms 

of -cost per square foot, number of full time employees per square 
foot, or a certain percentage of current physical pidnt value. 
This amount Is to be reinvested annually. 

Each of these methods has one or more major deficiencies. The stralgh* 
Mne or historical funding does not match funding levels against Identified 
needs. Additionally, there Is no way in which the established base which Is 
being incremented can be validated. 

Physical survey provides an extremely accurate assessment of Immediate- 
needs but has no provisions for identifying long term requ i rementb , an 
essential ingredient to the planning and budgeting administration. 

Formula budgeting Is quantitatively based and can easily be utilized to 
project fulure needs. However, the formula method only provides a general 
overview end cannot address the needs of a specific physical plant. The 
validity of this methodology becomes even more questionable In view of the 
tremendous variety in age of facilities, usage, construction materials, and 
construction methods. 

In addition, both historical and formula funding assume that the plant 
renewal requirements will occur at a constant rate. This assumption seers 
Inappropriate jue to the Identifiable life cycles of both faclllt'es and 
their irstal led subsystems. These cycles are critic*.) In determining the 
necessary, and varying, funding levels for future yeaH. 

Developi ng a Conceptua l Framework 

As part of the planning and budgeting process, administrators at 
Stanford University Identified the need for a program which would accurately 
identify the future capital requirements necessary for renewal and 
replacement of the physical plant. The need for such a program was 
accentuated by the previously outlined fact that over 15% of Stanford f s 
existing physical plant had been constructed since 1955. As this large 
group of facilities Is now entering Its first major (and expensive) stages 
of deterioration, the need for funding of renewal and replacement are 
becoming increasingly apparent. It has also raised extreme concern as to 
the total magnitude of i labilities In coming years. 

To address this need, a framework was established within which the 
problems could be resolved. The basis of this framework is that there exist 
actuarially predictable cycles for facility renewal and replacement (i.e., 
the components or subsystems of a facility, such as: plumbing, roofs, 
electrical, heading, ventilation, air conditioning systems, Installed 
equipment, etc., have Identifiable life expectancies and will require 
replacement after predictable periods of time). These cycles will continue 
to repeat themselves for as long as the facility continues to serve Its 
Intended functions. Of extreme Importance to the planning and budgeting 
administrator is the magnitude (constant dollars) of thesf; replacement 
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requirements and at what time In the *uture they will occur. The associates 
replacement costs at these specified frequencies will approximate the annual 
reinvestment necessary tc maintain the physical plant. 

The development of this conceptual framework was accomplished by a 
special task force. The members were drawn from various deportments within 
the University, each representing a department which hac a concern and 
Interest in maintenance of the physical plant. This approach proved to be 
extremely beneficial because It brought tcgether the financial, planning, 
and facilities departments and their respedlve viewpoints and expertise. 
An additional benefit derived from the task force approach was that It 
fostered a widespread understanding and acceptancs of the results produced, 

The task force began development cn the established framework by 
Identifying the features which would have an Impact on facility and system 
wear-out, and the resulting replacement/renewal costs. The identified 
features and underlying assumptions on which each Is based are as follows: 

Faci I ity Subsystem s - That the quantity and type cf Installed 

subsystems (such as plumbing, electrical, • . .) within a facility 
will determine future requirements. 

F^cl I It y Typ e - That the type of subsystems and associated costs 

vary with facility type, 

Subsystem Life Cycle s - That the nr edlctable I I f e of a subsystem 

will determine the time at which luture requirement occurs, 

Subsyst em Cost - That the unit replacement cost will determine the 

cost of future requirements. 

— Date of Faci I Ity, Construction - That the future point In time at 
which requirements will occur Is determined by the "blrthdate" of 
the facility and subsystems. 

In order to complete the established conceptual framework. It was 
necessary to further define and quantify the Identified features or 
variables. This was accomplished by an analysis of the existing physical 
plant and by researching available data. 

As the objective was to forecast future renewal and replacement 
requirements at Stanford, the values assigned to the variables reflected 
actual conditions at Stanford. This tailoring of the data provides a higher 
degree of accuracy In forecasting by being specifically represental i ve of 
future requirements at Stanford. For example, subsystem cost Is 
representative of the construction standards employed by Stanford, 
Subsystem lite cycles similarly reflect the expected usable life experienced 
at Stanford. 

Utilizing data of this nature, It was possible to model accuratelv 
Stanford f s physical plant and to simulate the future renewal /repl acemcnt 
requirements over time. This guided the development of the data to a format 
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tnat would serve as Input to a mathematical model. Fach variable „nd 
resulting data set Is discussed In detail In order to out I the 
methodology utilized for developing the data. 

Again the use of a task force proved useful because !1 was abk tc draw 
on engineering, construction, and maintenance expertise. 

Facility subsystems were Identified as the indivicual oarts/components 
or subsystems of a facility such as electrical systems, elevators, roofs, 
etc. The criteria established for identifying the subsystems were as 
f cl lows: 

Each subsystem has a unique estlmatable useful life. 

The subsystems taken In total would constitute all parts of a 

facility that could eventually wear out or need replacement. 

Published data on sr* system cost and performance must be 

aval I aui e. 

Based on this selection criteria the subsystems were icentifkd as 
out I I ned I n F Igure 1 . 

Patf 1 1 Ity Type 

Based on the stated assumption that the type of subsystems will vary 
with facility type, the physical plant was analyzed *o determine the 
functional utilization of facilities In general. Functional use was 
determined on a "building by building" basis by classifying each building as 
to Its primary designated use. Multi-functional use of facilities was 
considered but Ignored during the Initial classification. This resulted In 
the Identification of nine functional space types: 

Research Laboratories 

Teaching Laboratories 

Off Ices 

Cl assrooms 

L Ibrary 

Athletics 

Residences 

Patient Care 

Other (Misc. Storage, etc.) 

Each of the Identified space types was then analyzed to de+?rnine If it 
had subsystems that would rate It significantly different from the others* 
This analysis reduced the nine Initial categories to five: 
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Research/Teaching Laboratories 

Off! ce/C I assrooms/Ath I eti cs/L I brar I es 

Patient Care 

Storage Buildings and Others with Minimal Systems 
Resident I a I 

The validity of this classification was then tested by selecting a 
representative sample from each facility category and analyzing the nature 
of the systems actually Installed, While this analysis validated the above 
classification system, Ir also revealed the need to separately address 
facilities partially used as laboratories. This was due 1o ihe fact that 
the systems Inherent in laboratories woulc significantly Influence future 
renewal/replacement cost. Further analysis by percent cf space utilized as 
laboratory vs. the system design of the facility revealed 30$ to be the 
point at which functional use as a laboratory significantly influencea the 
subsystem design and resulting cost. Therefore, any facility which had at 
least 30$ of Its space dp^lgna+ed ^s laboratory use was functionally 
classified as laboratory space. 



Figure 1 

Components Included in Building Subsystems 

Building Subsystem includes 



Foundations & Major Vertical, F'oor, 
and Roof Structures 



Excavation, Piling, Columns, Load, 
Bearing & Shear Walls or Bracing, 
Floe Slabs, Beams & Cirders Above 
Grade 



Roof !ng 



Roofs, Flashing, Guttering and 
Downspouts 



Exterior Cladding 



Skylights, Non Structural Skir, 
Insulation, External Doors and 
Windows* 



I nter ior Parti t Ions 



Non Load Bearing Walls, interior 
Doors & Windows, Railing, Sound 
Insulation 



Interior Finishings 



Floor Coverings, Plaster Work, Trirr 
Drapes, Paint, Light Fixtures 



E I evaton 



Dumbwaiters, Linen Chutes, 
Escal ators 



^mb \ ng 



Hot & Cold Water, Stean, Gas, Air 
Vacuum L i nes 



HVAC - Moving 



Fans, Heating & Cooling Coils, 
Motors, Cooling Towers 



HVAC - StaHc 



Duct Work, Ditfusers, Registers 



Electrical - Moving 



Switches, Relays, Circuit Breakers 



Eledrlcal - Static 



Fuses, Wiring 



F ire Protect ion 



Automatic Sprinklers 



Spec I d I Equipment and Miscellaneous 



Built In Appliances (Ranges, Ovens) 
& Bookcases, Cabinet Work, Fo I c! I r q 
Room Dividers, Laboratory Tables, 
Special Work Areas, Etc. 



* Virtually all permanent academic facilities at Stanford are natural finish 
masonry construction. Hence, the external painting requirement was 
cons i cered I rsl gn 1 f leant. 

Subsystem Lite. 

Subsystem Life Cycles represent the useful life of the subsystem. The 
Iritial assumption applied to this variable was that the Identified 
subsystem had been, and would continue to receive a "normal" level of 
maintenance. This restriction was made in order to malntalr a reasonable 
degree of simplicity and to facilitate the use of Industry life cycle 
standards as a starting point. Initial life cycle data for each of the 
Identified subsystems was complied from various professional hanabooks 
[1,2,3,4,5,6,]. This data represented a composite of engineering, 
maintenance, Internal Revenue System and Treasury Department sources, items 
whose average useful M f e was assessed at one year or less were consicerec 
as an operational type of maintenance cost and were not included. The 
assessed life cycles were then analyzed in relation to historical e<pc-r lc.*nce 
at Stanford. 

This comparison produced a sizeable discrepancy In that the identified 
subsystems at Stan i* or d have experienced a considerably greater life bpan 
than the published data values would Indicate. This was attributed to 1wo 
factors: the tax advantage In private busiress of high value and rapid 
depreciation, and the quality of construction standards at Stanford, which 
promote a longer useful life. To assist In resolving it Is discrepancy, 
additional estimates of system lives were obtained *rom qualified "experts 11 
utilizing the Delphi technique. In this technique, experts are 
independently polled by a serlBs of Interactive questionnaires. Finally all 
data sets were * n *lyzed by a separate panel of experts. Due to the 
variability ci the types of subsystems, the conditions to which they were 
exposed and under which ttsey operated, there continued to be a large range 
In the life cycle estimates* This was resolved by assigning pesslmisti c P 
opt I m 1 st I c and 1 1 ke I y life c/cle estimates to each subsystem. The panel 
also felt t"hat some of the sutsystems would not be subject to replacement 
under certain conditions. In this situation the useful life was designated 
as infinite, figure 2 represents the final values assigned to each of the 
subsystems. 

Subsystem Cpst 

The Subsystem Cost was defined as the unit replacement cost tor the 
identified subsystems. Due to the realization that the functional use of & 
facility type may determine the subsystem replacement cost, a separate unh 
replacement cost for each subsystem In each facility type was developed. 
For example, the mechanical systems In a research lab woulc be much more 
sophisticated and costly to replace than the mechanical system for ciussruom 
spaceo. 



The subsystem cost data was Initially derived from various construction 
cost indexes. These costs in turn were compared to a historical data base 
of Stanford construction cost data. This was the tailoring process that 
sou Id again make the data representative o' expected cost at Stanford. A 
final adjustment was made by applying a multiplier factor of 1.31 to all 
cato to reflect replacement cost as opposed to new construction cost. 
Figure 3 reflects the derived unH cost of subsystems by facility type. 

Figure 2 

Suosystem Lite Estimates 

Eul icing Subsystem Average Useful Life With 

Maintenance Program 
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iThe facto* of 1.3 was derived by comparing new construction cost with 
remodeling cost, [7] and by polling independent contractors to assess the 
additive cost of demolition, removal and reinstallation difficulties 
encountered during replacement. 
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Pate QL fac.i 1 lty Construction 



The established concept is one of cyclic renewal and replacement. 
Based on this the h bl rthdate 11 of the facility and subsystems becomes the 
starting point on which to base the established subsystem life cycles. 
"Blrthdates" or age cohorts were established by five year Increments 
beginning with Initial construction In 1891 up to the present date. The 
construction date of each facility (by type) was Identified along with the 
square footage of that facility. The question of modernization was 
addressed by establishing the age cohort at the remodeling date. This was 
done only when the facility had been significantly remodeled by the 
installation of new subsystems. The resulting data Is represented by Figure 
4 . 

Framework to _Mgde j j An_ Examp j e 

The data developed, which had been tailored to reflect the expected 
performance and cost of the physical plant, could now be utilized to 
simulate the wear-out and resulting replacement cost of Stanford's physical 
clant. Due to the large number of facilities and variables Involved, a 
computer node! was constructed to perform the detailed calculations. 

The mechanics of the model may best be Illustrated by a simplified 
example i^lrg a slrgle building. Figure 5 Illustrates the life cycles and 
resulting costs of a building built In 1950 occupying 10,000 square feet. 
The example addresses only four subsystems: roofs, Interior partitions, 
HVAC and other. These subsystems have life lengths of 40, 30, 20 and 10 
years, respectively. The associated cost of replacing these subsystems is 
assumed to be $12, $5, $10, and $2 per square foot (In constant dollars), 
respectively. This produces a $120,000 replacement requirement each time 
the roof falls, a $50,000 requirement each time the Interior partitions wear 
out, a $100,000 requirement each time the HVAC systems need replacement, and 
a $20,000 requirement as other Items fall. These values are found by 
multiply Inn the cost per square foot by the total number of square feet in 
the buildirg (10,000 sq. ft.). 

The life lengths a: then used to determine where the replacement costs 
fit into the table. For Instance, roofs are assumed to fall every 40 years. 
Since the bu i I ding w is bu I 1 1 In 1950, the roof will f al I for the f i rst time 
in 1990 (1950 + 40) jnd every 40 years thereafter (I.e., 2030 and 2070). 
Similar calculations Here made for the other subsystems in the example. 

After eacn of these values has been Incorporated Into the table, the 
total for each year was found by summing the appropriate row. For Instance, 
the year 2010 row Includes $50,000 for Interior partitions, $100,000 for 
HVAC and $20,000 for other, adding up to a total projected maintenance 
requirement of $170,000 for the year 2010. 

The Stanford University physical plant has a total of 216 academic 
buildings which were built between 1891 and the present. For each of these 
buildings a tab>e similar to the previous example was constructed. These 
tables were construct^ using 5 year Intervals and contain the subsystems 
actually installed with each building. The tables were then summed to 
calculate the total expected cost for the physical plant renewal /replacement 
at Stanford University over the next 100 years. 
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STANFORD BUILDING CATEGORIES 
By Life and Age Cohort 
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Figure 5 







A Simplified 


Ex.inpl e * 
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Ins pect iny. the Results 



As with any results derived from a model, the first consideration Is 
"Are the results reasonable?". This can only be answered after the results 
have been carefully Inspected, the Important variables identified, and the 
relative size of the variables compared. To help with this Inspection, 
tables like Figure 6 were prepared. It represents the sum of the tables for 
each I nd I v I Qua I building and Identifies the total expected cost in millions 
(1980 dollars; tor each of the categories listed by cohort. The bottom two 
rows are the column averages and the percent of total costs, respectively. 

A quick inspection of the bottom line Indicates that the most expensive 
subsystems are interior finishings with 31$ for the total cost, HVAC wMh 
26$, electrical with 14$ and special equipment with 10$. The other 
subsystems each represent less then 10$ of the total expected cost. 

These values *ere then analyzed to determine whether or not they were 
reasonable. This was accomplished by reexamlnlrg past wear-out data to 
determine relative costs. The conclusions were that interior finishing and 
special equipment were slightly higher than expected but justifiable due to 
the prevalent pracilce of unreported supplemental funding for each of these 
categor les. 

Overall, it was concluded that the results were very reasonable. 
However, due to the fact that both interior finishings and special equipment 
were potentially deferrable they were separated from the other costs in the 
final projections. Identification In this manner would allow additional 
funding options. This option to defer is not available In the other 
categories such as roofs or electrical systems, as failure of these 
subsystems would mandate immediate replacement. 

A graphical representation of total cost, with Interior finishings and 
special equipment separated, was then prepared. The results are illustrated 
by Figure 7, "Facilities Forecast - Likely." The "likely" correlates to the 
I 1 kel y estimates of subsystem life lengths. Examining this graph reveals 
that the totai expected annual costs will Increase relatively slowly until 
the early 1990 f s a+ which point a sharp Increase Is expected. This Increase 
occurs even after disregarding the two deferrable subsystems discussed 
prev ious I y . 

This large projected replacement requirement is supported by the 
tremendous growth that occurred In Stanford's physical plant from 1955 to 
1970. Over 50$ of the existing plant was constructed during this fifteen 
year period. It is reasonable that Stanford will be faced with a very large 
liability starting In 1990 as this group of facilities begins to require 
extensive renewal/replacement. 

The results chained were also compared to the results of other 
methodologies for maintenance budgeting. In particular, they were matched 
against the most commonly accepted formula funding methodology, that of 
utilizing a fixed percentage of the current replacement value (CRV) of the 
plant. While dlfferenT sources cite various values ranging up to 3.04 of 

a plant CRV [8], the most commonly cited value for budgeting purposes !r> 
an annual maintenance budget of 1.1$ of the plant CRV [9J. 
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Expressing the Stanford University results of Figure 7 in CRV 
percentages yielded values from 1.5* to 2.6$ of the Stanford plant CRV, 
These values are well within the range of the cite:! *i!ues. While the 
percent of CRV is a general benchmark, the model provides a tiore accurate 
forecast of future conditions (life cycle, building complexity, construction 
materials and cost) at a specific location. 

Sen s i 1 1 vily^Araj^ sjs 

Sensitivity analysis was performed by varying the subsystem i i f e length 
values. This was accomplished by using the appropriate optimisti c and 
peS.$lRlj>tj£ life lengths values discussed earlier and found In Figure 2. 
Figures 8 and 9 show the respective results of these Facilities Forecasts. 
They help complete the picture of potential costs to the University. 

As expected, the comparisons between Figures 7, 8 and 9 indicate that 
the greatest similarity exists between the I ikely and optimistic forecast. 
This Is a result of the values assigned to the subsystem life cycles based 
on past performance at Stanford. 

The | Ihely and optimistic scenarios are not wildly different Indicating 
thcit costs are unlikely to be much less than those Indicated in the I ike I y 
forecast. On the other hand, the large difference between the I Ikel y and 
PqS.sJmjstjc scenarios Indicate that the potential costs could be 
considerably larger than expected. 

The Cyclical Nature of tfre FtT^St 

Upon Initial Inspection, the extremely cyclical nature of the expected 
costs, as depicted by Figure 7, was difficult to Interpret. However, 
further analysis revealed that Stanford had built Its buildings in cycles. 
Comparing the total buildings constructed In the first half of decades with 
those constructed in the last half of decades (I.e., 1930-35, 1960-65, . . . 
vs. 1935-40, 1965-70, . . .) revealed the astounding fact that over 70$ of 
Stanford f s buildings were constructed In the last half of each decade. This 
surprising discovery, in conjunction with the known fact that over 75% of 
the buildings were constructed post 1955, explained the cyclical nature. 

Discovering the reason, however, does not solve the problem of planning 
and budgeting for such large fluctuations and it was decided to smooth the 
model output for budget planning purposes. The results of this smoothing 
are illustrated by Figure 10. The smoothing was accomplished by using a two 
cohort nrovlro average. The effect this smoothing had on the assumptions is 
the cost of replacing a worn out subsystem is now being spread over the ten 
ye^r interval surrounding the expected wear-out date rather than the five 
year interval ust«d ir Figures 7, 8, and 9. 

Note that in Figure 10 the cycles still do occur, but they are gr^tiy 
reduced* It Is the feelings of the task force +hat these cycles arc 
inherent in the buHalng data and any further smoothing would bt j 
unreal istic. 
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FIGURE 7 
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FIGURE 9 
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FIGURE 10 
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Using the 



A mathematical model of this character provides the planning and 
budgeting acrrin i strator with an accurate and effective tool for evaluating 
the future renewal and replacement, or maintenance, requirements of the 
physical plant. It is a tool which simulates actual conditions at a 
spec! f lc location. It allows resource allocation to be based on a definable 
quantitative base. The flexibility of this model permits the future 
maintenance liability of new plant additions to be evaluated prior to 
commitment. This featu, e raises maintenance to a new level of consciousness 
in that It forces a realisation of future liabilities and identifies the 
commitments necessary to support them. As a planning tool it provides the 
administration with a method by which to Identify Inordinately large fund;r;g 
requirements in outlying years and take the necessary action to meet those 
I dent I f led needs. 

Stanford University has adopted this methodology as an Integral part of 
the University's "Facilities Plan and Funding Forecast." University 
administrators believe that the established model affords a reasonable level 
of confidence in forecasting future renewal needs of the physical plant. 
Hence the decision has been made to move In the direction of a fully funded 
physical plant renewal program. This will be accomplished gradually over 
the next eight years. 

While the established model will permit the administration to more 
effectively manage available resources, Its single most important value lies 
In that It serves as the basis for a program by which renewal and 
replacement needs are Identified in a creditable manner. A progran of thi: 
type allows the establishment of a benchmark against which funding levels 
may be consistently evaluated. 

While most universities have construction programs and space al I ration 
programs, few have formally addressed the need for a plant renewal on a 
consistent basis. A program of this nature will fill 1he gap In providing 
the needed and necessary comprehensive facilities management plan. 
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Academic Planning Adjustments ir 
The Caiiforn'e State University and Colleges: 
The Aftermath of Proposition 13 



DuHrg the worst of the post-Proposition 13 hour, when ciays were filled 
with committee meetings and evenings were filled wl rh second thoughts about 
ceclsions just made, there were those who never failed to remind us of the 
possibility that some good could come from the process, 11 was small 
comfon at the time. As any who have lived through the reduction process 
can attest, the realization that the essence of the university stands to be 
altered by the decisions being made leaves one feeling Immensely humbled. 
Most of us d!c not feel cheered, nor did we truly have confidence that 
through leanness greater strength would emerge. 

It is time, after three years, to examine what may have been lost and 
gained. Most clear is the fact that three years are Insufficient to measure 
many cf the effects, which may be almost generational. But it is not too 
soon tc advance three hypotheses. First, the budget reductions were 
damaging, and if their subtle effects on quality are not entirely or 
Immediately discernable, we do know what was cut and what has not been 
restorec, Secondly, in the area of academic planning, there were some 
process outcomes at both campus and system levels which are probably 
positive and surely leave us better equipped to handle rapid change and 
unforeseen budget contingencies. Third, a potentially positive substantive 
change Is emerging in the form of a mission-based academic planning system. 
This cojia be the most promising outcome of all. 

It is Important to note that these hypotheses are advanced from the 
perspective of the central office, and from the perspective of the 
educational programs area at that. While much has been gleaned from 
discussion with campus personnel and from surveys of campuses, the system 
perspective can oniy be sympathetic to — but not fully representative of — the 
campus perspective. There emerge, within the crisis atmosphere, some 
concerns, questicns, and doubts which are unique to the system level. 

There is another difference in discussing system versus campus 
budgeting issues, and it is one of scale. For those not accustomed to these 
numb" ~~s, It may be helpful to preface the budget discussion by noting that 
for the 19 campus Caiifornla State University and Collage System, a $14 
million reduction Is in reality less than 2% of a total budget which 
approaches $1 billion. There are around 35,000 Individuals employed, over 
17,000 of whom are faculty. Total enrollment stands it roughly 305,000 
students. The enterprise is large. 

An attempt has been made to draw some conclusions about the last three 
years* The views about what has been learned are solely those of tne 
author, as they always must be In such speculative situations. 

Review of Budget Reductions 

it took only threc'wSeks after the passage of Proposition 1? in June 
1978 fcr the CSUC to find its budget reduced by $14.05 mi I I icn. This figure 




does not include an additional reduction caused Dy the delelicn cf all 
salary Increases, The $14.05 million was the State University's "share' 1 of 
a $96,4 million statewide reduction. Budget language specified for all 
state agencies how the reduction was to be apportioned: roughly 56? in 
personal services and 44$ In operating expenses aid equipment. For The 
State University and College system, these reducticnb amounted to about 2% 
of The total budget which had been anticipated, exclusive of salary 
i ^creases , 

Because these were thought to be "one-time" emergency reductions, the 
operating expense and equipment reduction was accomp'lshed by eliminating 
$5.6 million which had been budgeted for Inflation. To effect the $6.7 
million reduction In personal services, a number of areas scheduled for 
modest Increases were held at past levels, but the bulk of the reduction was 
accomplished by increasing the !, salary savings 11 requirement. This 
requirement rests on the assumption that at any given time salary savings 
will accrue from unfilled positions. The CSUC had long been required to 
return 2% of salary allocations to the State's General Fund, but raising the 
level obviously required that positions ba left deliberately unfilled — an 
action more corwnonly known as a hiring freeze. Authority was given to each 
campus President to put into effect just such a freeze. 

Hiring freezes and deferred ma! ntenance, whether in the fern* of 
equipment maintenance or salary freezes, are emergency actions taken In 
response to one-time budget reductions. Within five months of the passage 
of the Initiative, It became clear that more permanent kinds of reductions 
would have Deen wiser. The Department of Finance advised State agencies 
that the erne gency reductions would be permanent; that is, the following 
year's bucket would be calculated on a lower base. Moreover, on November 8, 
1978, the Governor wrote to ach State agency requesting It to identify "the 
five programs/activities of lowest priority . . In such a fashion as to 
achieve "a reduction of no less than 1 0% for State funded programs." 
Chancellor Glenn S. Dumke Informed the Board of Trustees that 

there Is no way of cutting $69 million without drastically cutting 
people — the high cost Item In any higher education budget--and people 
represent programs. In our system, a cut of this magnitude would call 
for a 'bottom line 1 reduction of oyer 3,200 facuHy and staff, with a 
resulrant loss of capability that would force us to deny access to at 
least 31 ,000 students. 1 

The alternative to denying access, noted the Chancellor, would be to 
"increase workload to a level without precedent In senior Institutions cf 
higher education In the United States. "2 The list of dire alternatives, 
which included the closure of five small or two larger campuses, need not be 
repeated. It has since been reiterated In various states across the 
courtry. 

T'\e alternatives are draconian, and when a ]0% reduction In State 
funding comes very close to being a )0% reduction In total budget 



iMinutes, Meeting of the Board of Trustees of the California State 
University and Colleges, November ?9, 1978. Page ! of Exhibit A. 
?MInutes f November 29, p. 6, Fxhibit A. 
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revenues — as it does fcr the CSUC— the draconian alternatives ere no1 
exaggerated. A 10? cut— nc less than a !^ or 20? one, as we were later 
asked to consider — leaves the University campus or system a different place. 

Governor Brown responded that certain facts and realities hac to be 
faced. These were 1) a drop I r. students; 2) Inflation; 3) decline of the 
dollar; 4) Proposition 13; and 5) the Impending M Gann Initiative" which 
wouio constitutionally limit the growth of state and local government to an 
amount equal to the Increase In the cost of living (this alternative was 
Indeed destined to be adopted by the voters). 3 While the Governor wcs 
reminded that his proposed 10% reduction was on top of funding losses 
attributable to enrollment decline, his only concession was a»i extension of 
the deadline for responding to the 10$ reduction request. 

By the following month when the Chancellor brougnt to the Board his 
proposals for responding to the Governor, It was apparent that fall 
enrollment had fallen far below the level budgeted fcr that year. Not only 
woulc funds have to be returned beyond cuts already made, but the base of 
the following year (1979-80) budget woulc again have to be lowered. The 
Chancellor said that for 1979-80, the Support Eudget request had as a resuH 
of enrollment decline been reduced by over $12 mi I lien, reflecting a 
downturn of some 8,000 FTt sludents. As a result of this enrollment 
recuct i on, 

357 faculty positions currently budgeted for 1978-79 have been deleted. 
An additional 264 support positions also have been iost. . . . 
Cumulatively, this means that in FY 1979-80, approximately 1,200 fewer 
positions will be avaMabie systemwide than were Initially authorized 
In 1977-78. This figure ... Is made up of the 550-7C0 positions frcv, 
the $14 million cut and the 621 positions from the enrollment 
aecrease.4 

The Trustees accepted the Chancellor 1 oroposal that Project Teams be 
formed to address possible reductions in each of the following areas: 
Academic Programs, Capital Outlay Projects, Enrollment Projections, Support 
f-rograrr.s. Administration, Calendering of Academic Programs (I.e., 
semester-quarter), Revision of Laws and Regulations, and Campus Closure. 

Recommendations were to be brought to the Board within five months — in 
May cf 1979. The Governor's Budget which came out in the Interim, after 
adjusting downward for enrollment, carried forward the $14. C5 million 
reduction and added a 1% ($6,919 million) reduction which was to be 
Identified after the Project Teams had made their recommendations. In all, 
the Governor's Budget contained $20.9 million (or 5%) in unidentified 
reductions beyond those attributable to enrollment reduction. 

As the Project Teams began their work, negotiations began with tre 
Department of Finance about money which was due the State because of the 
1978-79 enrollment shortfall. A deviation beyond 2% of the budgeted 
enrollment Involves either paybacks to or reimbursement from the State, and 
the payback due under previous formulas was over $3 million. The Budnet Act 

I nu.es. November 29, pp. ' and 2 of Lxhibit C. 
4Mirutes, p* 4 of Exh i 1 1 t A. 
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of 1978 contained a prevision authorizing the Director of Firance to 
reallocate such furies to preclude lay-offs. The Chancellor's Office, after 
surveying the campuses, concluded that layoffs of permanent employees were 
Imminent end requested that the entire amount be retained. After some 
negotiation, $1 million was retained and $2 million returnee. This amount, 
however, was not added to the permanent base of the system budget. 

By the time the Task Force reports were presented tc the Board of 
Trustees In May cf 1979, the sense of urgency had been lost. It was clear 
that the Legislature intended to restore some of the positions which the 
Governor's Budget had reduced; the State's fiscal picture looked better than 
anticipated; and the Trustees were in no mood to recommend or endorse 
reductions for the system. In terms of faculty positions, the CSUC emerged 
for the 1979-80 academic year wltn a loss, relative to 1978-79, of 424 
faculty positions due to enrollment decline and 192.5 faculty positions due 
to unspecified reductions. 

The Legislature subsequently provided a one-time appropriation of $2 
million lf to lessen the negative impact of enrollment declines and budget 
restrictions on the instructional programs and, to the maximum extent 
feasible, to lessen the negative impact on the upward mobility and 
affirmative action programs. M 5 by fall of 1979, the Governor's Budget for 
1980-81 proposed restoring faculty staffing to the level which prevailed 
prior to 1979-80. But a new ballot initiative caused some concern that the 
more generous Governor's Budget would never see the light of day. This 
time, the letter came from the Director of Finance. Arriving in January 
1980, it requested that each state agency submit in less than a month an 
alternate budget which contained reductions of 30$ in anticipation of a 2b% 
reduction in State General Fund revenues which the initiative wouic involve. 
The Proposition, if passed, would take effect on July 1, 1980, and the 
Governor was preparing in less than two months to take to r.ie Legislature a 
contingency budget. The deadline was met with a response from the 
Chancellor which indicated that a 30$ reduction would involve the 
di sen f ranch isement of at least 100,000 students if State allocations were 
not replaced by tuition and 40,000 students even with a new tuition charge. 
This response was not accepted, but by the time a fol lowup was prepared 
which detailed reasons that other alternatives had been rejected, the 
Governor had decided not to present a contingency budget. 

Proposition 9 ("Jarvls II") did not pass; its budget impacts, if any, 
invcvled only the political capital gained or lest during the months of 
intense discussion and negotia+icn among State agencies, the Governor, the 
Legislature, and the Department of Finance. Because the Initiative wcjs 
taken very seriously, the possibility of Its adoption did set off a flurry 
of events within the State University and College* which are discussed 
I ater. 

The budget story continues to be one cf the impacts of Proposition 13 
comb I red with enrollment uncertainties and an uncertain economic picture. 
The 1980-81 final budget came closer to the amount requested by the Bo^rd cf 
Trustees than had any post-Proposition 13 budget. However, 1980-81 was the 
last fiscal year ir which the State stl 1 I had a surplus from whlcn tc dr 

5*ssemE7y Bill 1172 ( VasconceMos) . Chapter 1176, Statutes of 1 979. 
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In order tc "ball out" local governments, and some data for 1961-82 wilt 
show the result for the California Stdte University and Colleges. 

Outcomes 

Outcomes, sl-lhSLSMoai. Reductions 

Anecdotal evidence was the t!»-st to be gathered In the aftermath of 
Proposition 13. ofven the viselike effect of an enrollment decline £M 
reduced support per student, had previously scheduled courses been droppec? 
Were students being turned away from courses they wanted? Were the tangible 
Impacts of the salary freeze combined with the Intangible effects on morale 
driving away some of the most able faculty? 

At the end cf the first post-Proposition 13 term, the combined estimate 
from the 19 campuses was that 18,000 students hac been turned away from 
course sections, even though most campuses had not elected to use faculty 
positions to meet the mandated budget reduction requirement. An estimated 
7C0 course sections were not offered, In part because the hiring freeze 
precluded shifting positions into areas where enrollment cemand would 
otherwise have warranted adding sections. One campus surveyed Its "no show" 
students and found that 15$ or them had not enrolled because they were 
unable to get the courses they wanted. Some campuses reported that the 
reduction in supplies and services funding was necessitating curr!cu!ar 
revision because laboratory requirements could not be maintained. Because 
there was considerable flexibility In the way each campus Implemented the 
reductions, the remaining Impacts were scattered among campuses, though the 
combined result Is a long saga of reduced grounds maintenance, library 
hours, campus security, and the like. The loss of a salary Increase ^as 
felt by many to put the faculty further behind what was already estimated to 
hvae been a 30$ loss In purchasing power since 1969. One campus President 
did not attribute the faculty departures at his campus to Proposition 13 a<> 
such, but did suggest that the "psychological contract" had been broken as a 
result. Frank Bowen and Lyman Glenny, taking the "pulse" a year and a half 
after Preposition 13 f s passage, viewed both Its past and potential impacts 
as one additional Item In a long list of uncertainties, and cataloged the 
ways In which uncertainty Itself "exacts a heavy toll. "6 One cf these echoed 
the President's concern about the psychological contract. u I n terms of a 
sense of security. It Is probable that few administrators or faculty will 
see their Inst I to! Ions in the future !n the same light that they die in the 
past* Salary freezes and funding uncertainties v*ere sevpre blows to 
moral €."7 

Do any of these early assessments find support In data which 
subsequently became available? It Is most difficult to say. Data are rot 
collected cn the most important questions of hew student learning was 
affected or whether there were tangible effects on faculty and staff morale. 
Some Indicators are presented here In a series of tables Indexed to 1976-77, 



6Frank Bowen and Lyman Glenny, Uncerta i nty In Public Hig her 
Education; — Responses to Stres s at Ten Cali for nia Col le ges and Unla&rsltles 
(Sacramento, Calif.: California Postsecondary education Commission, 1980), 
p. 9. 

7Bowen and Glenny, p, 7. 
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two years pricr to the first combined impact of enrollment cecline ano 
Proposition 13. While the dip In appropriations arc expenditures is obvious 
in lables I and II, other measures are exceptionally inconclusive. One 
might nave expected average student unit load to decline in the face cf ell 
the cancelled courses, but as Table III shows, it simply continued on a ,| w 
cownward trend which had begun In 1973. The inability to offer sections" 
was, as a result, probably not an explanation for the enrollment shortfall. 

Table IV snows that the shortfall was not particularly anamolous in an^ 
event. Though workload policy had not changed, Table V shows that faculty 
workload did continue to drift upward, though the measures shown are 
influenced by changing balances between full and part-time faculty. The 
CSLC uses a staffing method which adjusts for changes In both level and mode 
of instruction, and this largely survived any arbitrary reduction. Because 
faculty position Icsses were due to enrollment decline rather than changes 
In workload expectai i ens, the faculty allocation in relation to what we 
define as percenl of "need" . wialned reasonably stable over the period. 

Another trend continued, namely an increase in the part Id pi ion rates 
of first time freshmen and a decline In the participation rates of Community 
College transfer students. Participation rates of 25-29 year ole males 
continued their rather dramatic decline. 

The budget Indices are themselves Influenced by such developments as 
the Impacts of an early retirement program and retroactive saiary increases. 
What then can be gleaned from these inconclusive numbers? First, by 
Indexing back ro 1967 in constant dollars, we find that there were years 
when we farea far worse In support per student rhan 1978-79, the Proposition 
1, year. In 1971-72, the Index fell to 81$ of the 1967-68 level, while the 
Proposition 13 year on this Index was 941. The only possible explanation 
tor the greater difficulty of absorbing the loss In 1978-79 is the lack of 
enrollment growth to mask the effects of falling behind the Inflation rate. 
Falling behind had rarely Involved losin g positions in the past. Fnrol Iment 
decline may have already been more destructive than the Proposition 13 
reduct i ens . 

Secondly, if it is true that "psychological contracts" were broken, the 
effects will take more than three years to detect. Psychological contracts 
are not to be regarded lightly by universities already grappling with the 
effects of lagging salaries, which may in themselves discourage some cf the 
mos*- able from entering the faculty profession. We will never know wfo In 
the ne.«t generation was so dissuaded. 

For the most part, budgeT losses occurred where decision-makers caused 
them to occur, and It is likely that the data now collected are not 
sufflcientiy well-tuned or deliberately designed to discern the subtle 
e'tects of reductions In faculty travel funds, for example. Many items ncf 
funaed tended to be those which did not already have people in place. As * 
result, programs designed to meet new needs or cover increased costs were 
either not initiated or net allowed to grow. In the CSUC, as elsewhere, 
. L his meant that funding for student writing skills did not keep pace with 
the growing need for them. While the student affirmative action progran 
fared relatively well throughout the period, new students so attracted are 
iess likely than fnelr predecessors to find all library services 



Table I 



State Appropriations per FuM-Time Equivalent Student 

in Corvstant Dollars, Indexed to 1976-77 

1S2J6=Z2 19.77-76 197.6-79 im^Q »ll 

Cal I torn I a State 
University a n d 

Colleges* 100 103 97 108 109 

Compar I son 

I nst i tut i ons** 1 00 1 04 1 09 



Table II 

Expenditures per Full-Tlme Equivalent Student 
in Constant Dollars, Indexed to 1976-77 

1976-7? im^JS 1976-79 1979-60 1SL90.-S1 

Cal ifornia State 
University and 

Colleges* 100 101 97 104 
Compar I son 

institutions** 100 105 110 



Table III 

Student Workload: Average Units Attempted,* 
Fall Term, Indexed to 1976-77 

imrll ISlZrlfi 1978-79 1979-8Q 

100 99 98 99 



•* Base data are shown in Attachment A. 

** W. John M inter and Howard R. Bowen, preserving America's 
Investme nt In, Human . tail— A. £tkd*. vL.£ilhll£Jil£h$L 
Edu cation. 198Q (Washington, D,C; American Association of 
State Colleges and UnlversMles, i 980 ) , p. 62. (Based on 
financial repor+s of 26 comprehensive universities.) 

erJc 30 3% 



Table IV 



Faculty Workload Indexed to 1976-77 

mhrii mizm isifirjs 1979-80 ism-si 19B1-82 

Total Weighted 
Teaching Units 
per Ful l-Tlme 
Equivalent 

Faculty 100 1 CO 99 KM 

Lecture and 
Labor atory 
Sections per 

FTE Faculty 100 1 C3 1C3 105 



Table V 

Reported Full-Time Equivalent Students 
Compared to Budgeted Full-Time 
Equivalent Students 

1976-7 ? im±l& 1976 - 79 1979-80 1960-61 1981-82 
-3.3$ -0.1$ -3.3$ +1.6$ 



Table VI 

Budget Request History; Percent of 
CSUC Trustees' General Fund Budget 
Requests Funded In Final Appropriations 
(includes Salary and Fringe Benefits) 

imrll im^2£ 1276-79 1979-80 1980-81 1961-02 
g 8$ 94$ 89$ 96$ 96$ 87$ 
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available at convenient hours or as many classes to choose from. There Is a 
cost to not starting needed programs. The real problems, of course, are not 
those of measurement but rather those of planning and policy — the stcry cf 
financial exigency anywhere. 



ul£es 



lc Programs < 



Committee 



Shortly after the passage of Proposition 13, when the Governor had 
requested Identification of areas for possible budget reduction, academic 
programs were selected for Investigation. A broadly representative Task 
Force on Academic Programs was given four months to conduct 



a review of existing academic programs on a regional basis in order to 
identify and reduce multiple and undersized progress . . . this 
special review of academic programs should result in the development 
of: (1) plans for consolidating existing degree programs on a regional 
basis to an even greater extent than at present; (2) guidelines for 
continued program review and development; (3) criteria for program 
balance by campus and syster and (4) proposals for program planning in 
the 1980 f s. 8 



Initially, the Project Team vigorously pursued this charge. It 
approved The Chancellor^ staff recommendation to Impose a moratorium on new 
degree programs, options^ credentials, and net Increases In the number of 
courses. Lists of low enrollment programs were rapidly prepared, and 
regional meetings with campus representatives were scheduled and held so 
that these lists could be reviewed. If In the process the campuses 
redesignated these lists as "hit lists" rather than review lists, and If the 
fear of layoff was needlessly exacerbated, It remains the case that tht 
Project Team from the outset believed that these were the actions required 
to protect academic program Integrity If major faculty reductions occurred; 
Indeed, the Instincts were right in suggesting that if program Integrity and 
institutional Integrity are the priorities, then reduction schemes should 
focus on academic programs rather than on non-programmati cal ly defined 
groups of students or faculty. But the complexity of the problem meant that 
it could not really be grasped In the first month of committee work. 
Fortunately, as the Committee begen to understand the complicated scenarios, 
It recognized that what was needed was not a 1 1 st of programs to be cut, but 
rather some new planning mechanisms at both campus and system levels. In a 
fortuitous move, the Project Team decided to reject Its old charge and write 
I tse ! f a new one. 



This came about in part because the revised enrollment projections 
Indicated that the loss of budget positions due to enrollment decline was 
potentially far greater than the potential loss due to Proposition 13. 
Moreover, the iosr due to enrollment change would be spread over many yearb, 
and would } equire adjustments of a very different kind than would a one-timo 
reduct ion. 



8Minutes of the Meeting of the Board of Trustees, December 28, 1976. 
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The Project ' n t' before considered Its primary charge In the context 
of program* . r „ustnents necessitated by losses of faculty positions 
which nave ala 3* occurred or ere Imminent. ... the Academic 
Program p r.,jo.r Team believes that the current problem, Is nal to fi-.d c 
way of reducing I nstruc* lona I budgets but rather to recommend a 
structure for accommodation to budget limitations in order tc maintain 
or enhance the quality of Instructional programs. 9 

Once the problem and the charge had become clu,, the Project Team sot 
itsel within the few months available to the task of devising a new 
planning and program review procedure which woulo permit campuses to 
maintain program quality In the ^ace of possible long term, recurrlnq. 
enrollment de lines. 

Stephen Welner and Donald Spelch, in their study of Proposition 13, 
relate all that the Legislature accomplished within three weeks of the 
initiative's passage, a time in which nonparti sansh ip prevailed. "To many, 
veteran lawmakers, the three-week 'ball out' session was the Legislature's 
finest hour. Nearly a year later, these interviewed would recall It 

Many menbers of the p roJect Team on Academic Proorams have 
similar kinds of recollections of purposeful, diligent hours and, given the 
time constants, a remarkable product. The Proje-t Team commissioned two 

a* co,nmi + tee -'- One, consisting of Presidents, /cademic Vice President-, 
and Faculty Senate representatives of the six smal| fc ;t campuses, was asked 
to define an essential core of academic programs which mignt be usee for all 
campuses In The CSUC. It was reasoned that programs not offend at the 
smaller (but Increas rgiy mature) - uses did not belong in a system core 
list, but that larger campuses alrt offered this core and more. This 
HOC committee, which wisely rechr isr^ned itself the "Developing Campus" 
committee, proposed just such a list, based on a review of programs already 
offered and on a list which had been adopted in 1963 by the Board of 
Trustees. The Project Team took fiat list and recommended that in the^e 
basic subjects, need and demand should not be t a preeminent criteria for 
offering degrees. Rather, quall.atlve crherla regarding program integrity 
vere to be paramount. s a ' 

A second ad Ho£ committee of graduate deans was asked to suqqest 
minimum systemwlde quality standards for the review of existing and propose 
graduate degree programs. These too were incorporated in+c a recommendation 
that guidelines be disseminated for systr review, comment, and adoption. 
Ihc statewide '.cademic Senate ultimately tcok on this charge. 

The Project Team further recommended that access be defined in terms cf 
progr^ s, and suggested the kinds of programs to which students r 0 uid expert 
the grec est axess and which kinds would be more limited within the State. 
System policy since 1971 had required the systematic review of each academk 
program, and the Project Team recommended that greater effort be made to 

9Tho California State University ana Colleges, B&i>SlLl^QL_thii 
g r-O je ct T ea m OH Ac ade m i c Programs (Long Peach, Cal .: Office cf f.e 
Chancellor, May 1979), pp. 15-17. 

lODon F. Speich and Stephen S. Welner, In the Eve o r t he Sty'"" 
£f^miiiQJLl^_anjd-.Publ k Educate Jn^aUj^rnljj < Wash ingt; n, '':.(,■ \ • . 
George Washington University, i960), p. ??. 
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link program review to resource allocation processes. It turned 
responsibility over to the campuses for the Identification of progrdrs to be 
discontinued, and required that each campus deve.op dfscontl nuatlon 
procedures. Regional consolidation of programs, If considered I r. the 
future, was *o ucve as Its guiding prlrclple institutional Integrity and 
maintenance of the best programs. 

r There were two recommendations on which this study will focus as having 

potentially the greatest Impact. The first was substantive: 

tach campus which has not already done so should develop a statement cf 
missions and goals which can be used locaUy to guide program pfenning, 
review, and resource allocation processes and can be used on <j 
systemwide basis to guide recommendations on program distribution, 
implementation, and disconti ruatlon. 

Procedurally, the Project Team recommended how ell of this was to be 
accomplished. It asked that the Chancellor "establish a Standing Committee 
on Academic Plannirg, with representation of faculty, students and 
administration. 11 The Chancellor accepted all of the recommendations. 

Bowen and Glenny hac suggested that one of the benefits o* Proposition 
13 had been the early warning of the need to prepare and adjust to change. 11 
There is no question that the Committee or Academic Planning and Program 
Review WdS Itself a direct result of Proposition 13 activities, and Its 
adoption of a mission-based planning model occurrea far sooner than wculc 
have been the case haa the alarms not been sounded. 

Substantive changes In the academic planning proc ^s at campus and 
system levels stand to be perhaps the most positive outcome of the "crisis 1 ' 
period. Put a few of the procedural changes are first worth noting. 

At the system level, meetings of the Presidents, Academic Vice 
Presidents, and Deans of Graduate Studies are regularly scheouled. The 
Academic Senate of the CSUC serves at the system level In a role not unlike 
Faculty Senates at the campuses, and ha*- always !aken a significant role In 
system educationci policy. But an "omnibus" standing committee had not 
previously been utilized In academic planning, and the proposal was 
Initially regarded with skepticism on the campuses and In the .Academ lc 
Senate. After two years of experience with this committee, I can offer an 
opinion only from the perspective of systemwide administration, but it is a 
highly positive one. In a very low key way, this Committee serves a rolt 
f i t I ed by no other . 

i part, this Is because the Committee can serve on an "as needed" 
basis when issues arise. Just before the Committee's first meeting, for 
example, the $2 million emergency faculty allocation was announced ana 
decisions were needed quickly cn how allocations were to he made to 
campuses. Legislative language required that the monpy oe used to lessen 
"the negative Impact of enrollment declines" and "the nega+ 5 ve impact cn It % 
upward mobility and affirmative action programs * M The Committee wds 
Instrumental in suggesting a viable allocation scheme. 



I J Bowen jrc f-ltnr.y, p. ?C . 
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Later, when Proposition 9 contingency plans were belrg developeo, the 
Committee was Instrumental In proposing guidelines which each campus couic 
use shoulc major reductions become necessary. The principles developed by 
the Committee made their way through other consultative groups reasonably 
intact as the primary principles to which each CSUC campus would be expected 
to adhere In the event of major budget reduction. These were undergirded by 
the fundamental guidelines that "currlcular priorities are paramount 1 ' and 
that long term Institutional Integrity was to be maintained. Accordlrgly, 
the system guidelines for the maintenance of quality for campus use in 
piannirg Proposition 9 reductions were: 

— ' jintenance of the current student-faculty ratio, except where charge is 
occasioned by ci^onge In program mix; 

—Maintenance of the current faculty workload standard; 

— Indlvloual consideration of each program and department; i.e., no 
across-the-board percentage reductions of all departments or 
non-programmatic reductions of faculty classes; 

—Protection of the in+egrity of those programs which will remain; 
preservation of accreditation where applicable; 

—Retention of lower division and of a gene M education program 

--Retention of a "core program 1 ' in recognition of the system's rck ir 
serving a non-mobile student population. 

Forttnateiy, the guidelines nevtr had to be disseminated tc the 
campuses. Put there is I ittlu question that future years will bring new 
budget problems requiring raplc responses. The CSUC, by virtue of this 
committee, is better prepared to respond rapidly to unknown conti ngenc ! ;s . 

The Committee on Academic Piannirg and Program Review die not concede 
cf '»r irvent a planning model which attempted to link budget, program 
review, and program! planning decisions to each other through oetalied 
mission statements. Models had long appeared In the literature, and In on 
respect, what The California State Un!ve r slty and Colleges has embarked on 
me.y be just one mc>re trv. But potentially, there are two differences. Ont 
Is a more visible need now for such systems. Secondly, the current proposal 
ra: potential rewards for Individual campuses which may outweigh the 
potent i tit drawbarks. 

The California State University and Colleges has long had an academic 
fl'inniry process wherein staff inthe segmental office review anc comment 
campus five year corrfcuiar plons before recommenalng their approval tc 1m- 
n^aro cf Trustees^ Programs which hao been so approved on >ir ueaden ic plcf 
are nen submitted in * u i proposal form to the Chancellor's Office sKrti, 
before th-j scheduled ric;te of implementation, where they an? subject tc 
rfvltw of*o approval. 



A new committee composed of students, campus administrators and 
faculty — with faculty being In the majority — Is inevitably going to be 
concerned that campus and faculty Interests be adequately protected I r. this 
sysiem- level review process* Moreover, the Committee was soon to find that 
Proposition 13 had not discouraged most campuses from proposing new 
programs, and there were recommendations to be made rapidly in scene cases 
abo. r how many Accounting degree programs, for example, the State needed; 
*her : 3 they shoulc logically be located; and what criteria should govern 
their placement. The Committee also confronted the vexing problem known to 
many administrators; given serious concerns about resource uncerte I nt I es 
but also sensitive to possible I fist i tut iona I Inertia and overcautlon, what 
is the approprlete balance of encouragement and discouragement? 

From one perspective, It was natural that the committee should arrive 
at mique campus mission as a guldlrg principle fn the system review and 
allocation of academic programs. Campus uniqueness was already beginning to 
be pressed more at the campus level. When competition Increases, whether 
for ,dent , for funds, or for both, "differentiation" Is an Instinctive 
response. It Is also a sound prirclple of Doth economics and marketing. 
The appear ance of uniqueness is sufficient to gain competitive advantage, 
^"ough it is probably insufficient for resource allocation and program 
j r proval cecls ions. 

The similarity of mission statements In comprehensive colleges across 
the country has beer often noted, When the Committee examined the existing 
mi ion statements of the 19 CSUC campuses, It found, not surprisingly, that 
they would in their current form serve little purpose In progrctn or 
bjdg«ilng decisions at campus or system levels. While each campus has a 
unicje profile of student origin, student age, course offerings end the 
like, each is in fact e comprehensive liberal arts Institution — just as the 
system mission says II shoulc be. Moreover, mission statements have a 
tradition of being public relations kinds of descriptions reduced to 
whatever denominator Is required to satisfy everyone on the campus. Because 
!t was aware that even such bland appearing consensus had been tedious to 
bring aboi't, the Committee almost knew better than to asK for more useful, 
operational, distinctive mission statements. Campus faculty and 
administrators were still occupied with budget contingency planning and 
retrenchment policy. But two considerations probably tlppeo the scale. The 
Commit tee hac already suggested that if reductions became necessary, 
campuses not resort to across-the-board cuts, but use programmatic criteria 
Insl-^aa. Could less be asked of system allocation methods to campuses? 
Moreover, if sufficient differentiation could be elicit^ the appeal of 
using unique mission statements for some system level pr .am and resource 
allocation decisions was great, 

Fach campus was asked to submit with its already scheduled five year 
currlcular plan a "statement about the overall plans of the campus" and a 
"statement of campus planning premises." Previously developed stalements 
were acceptable, but the Committee reiterated Its Intenl to work eventually 
toward operational stalements of missions and ohjec + ive^ wnlch coulc he usee 
tc guide prc^ram recommendations at both system end campus icvci 1 . 
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A reasonable approach wouio appear to be the development of mere 
precise understandings among the Trustees, the Chancellor's Office, and 
the campuses concerning both similarities among the campuses as well as 
unique aspects of each campus. Understandings of unique aspects should 
Include both tnose which now exist and those which the campus proposes 
to be areas of special strength or excel lence. 1 24 

Each campus was also asKed to specify the premises underlying its 
academic plan. Assumptions about enrollment; resources; changing student 
populations; expected balance between undergraouate and graduate 
instructicn; and the environment *ere elicited. A full and comprehensive 
response was not requested cr expected lr the first year, but was a long 
term goal . 

Just as initial campus reactions to the request hac run the gamut, so 
did the responses. The open-ended request hac, as expected, yielded 
non-ccmparable responses which did Ir any event comprise an Interesting 
package. One CommMtee member observed that at last the Committee hac corot 
up with a tangible product — a book! Two campuses hac just completed detailed 
and operational mission stalements and they were the only ones 1c 
Incorporate common planning assumptions (demographic charges and financial 
uncertainties) Intc their mission statements. These are twe campuses which 
have a strong and broad commitment to mission-based planning, and intend 
(without prodding f rom the Chance! ior 1 s Office) to use their rnls c lon 
statements to guide program priority decisions. 

Differentiation did emerge In the planning assumptions. The r ^ 
reflected already existing differences which were often functions both of 
location and history. The commitments of urban, commuter institutions to 
both the students and the ! I f e of the community vary from the commitments of 
more residential Institutions wh*ch attract non-local students. 

It was not surprising that campus enrollment assumptions were more 
optimistic than system projections. There Is wisdom in optimism, and as 
long as contingency plans are being readied, we! I- Informed optimism is 
probably positive. Contingency priority plans were being readied in many 
cases; five campuses provided them. In these, priorities indeed drew on 
mission statements. Sane became 11 i ncperat i ve" when ProposHIon 9 failed, 
but they surely demonstrated that when needed, such planning coulc occur. 
These contingency program reduction plans bore little visible relation to 
the new program plans of the same campuses. It may be that priorities for 
program development are genuinely different than priorities for program 
reduction, or It may be that more "tine-tuning" is needed. 

Discrepancies Detween the currlcular pfdrs and the planning assumptions 
were found ir several cases. This Is net unexpected when new progrem plans 
have long been in place and rission statements and plannirg assumptions are 
belatedly grafted onto them. Thes* , I screpanc ies ale provide seme new 
criteria for reviewing currlcuiar plans, but some campus administrators were 
already well aware that e currlcular plan which proposes eir } ht new master's 
degrees Is inconsistent with u rlannmj ussur.'f t irn speculating that demana 

l2A|ex C. Sn^rrifts, Vice f>arce!f^r, Acc-Vric Affairs 1c President , 
(dlifornlc State University art 1 (\lit',f:, jfiar y \* , ] <^ » 



for graduate programs will decline and a mission statement which is silent 
on rhe priority accorded to graduate programs. Fine tuning takes time. 

Such Incidents did, however, serve to point up an area in which great 
sensitivity and caution should be exercised. Close linkage of mission, 
budgeting, and program review marks a change In a system which has served 
higher education remarkably well. New programs have come about because of 
Indivlaual faculty Initiative, and before reaching the system level, they 
have often survived campus review processes because of the recognized 
qualitative strengths of departments and faculty. One tampers oni> very 
carefully with such success. It was in part this recognition that led to a 
second year of Inviting but not mandating more operational mission 
statements. In addition to updating the initial request, an Invitation was 
Issued In the second year: 

Each CSUC campus may consider identifying existing or planneo areas of 
currlcular excellence which it wishes tc target for special cevelopment 
or recognition and tor which it wishes to be specifically ^cognized 
within +he CSUC system. 13 

The second year responses are encouraging to those who believe that 
there Is merit to mission-based planning. The level of activity has 
Increased. A number of CSUC campus administrators have expressed an 
Interest In what sister institutions are doing, and the "book" has just been 
released to all of the CSUC campuses. It contains near!> all of the mission 
sta;«~« ents, new and olc, and selected samples of planning assumptions and 
priority studies. Several campus administrators have expressed an Interest 
In designating areas of excellence, and there Is some Interest in the 
Chancellor's Office In seeing If these are usable for any resource 
ai location purposes. I suspect that some campus admini strators are waiting 
to see if there Is any benefit In having "areas of excel lence n before 
suggesting to the majority of faculty that their areas do not fall within 
the special area of excellence, and It Is incumbent on system administration 
tc insure that there £££ benefits, 

J hope that we do net labor under any illusions about the Importance of 
these developments. Most within the system go about their business without 
knowing anything about these changes. There Is no evidence that any prcgr^r 
was proposed or ruled out at any campus because It did or did not conform to 
the newer, more specific mission statement. It Is beginning to appear that 
mission statements will continue to be written so that no progran which 
might be desired could be ruled out. As long as the mission statements 
inform priority listings when priority listings become necessary, the 
intended purposes may be served. 

A commitment has been made over the next three ,ears tc teke.rcore 
detailed. Integrated mission statements, planning assumptions and curriculum 
plans for eacn campus to the Board of Trustees* After that. It will Le time 
tc ask honestly if the investment of time — particularly at the campus 
level — has yielded results which make continuation of this planning rm-thod 
worthwh I i e. 



3Alex C. Shorrlffi, to CSUC Prf-sidents, April 5, NR! . 
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Conclusions: What Has Been Learned? 



1. There Is a human and an Institutional need for certainty and continuity 
which should not be forgotten In a crisis atmosphere. 

The recently Issued planning statement o* the University of California 
does not stand alone among university planning documents across the 
country In noting that "change is the principal certclr.ty In a largely 
uncertain environment. 11 

But In retrospect, It was not the prodding to develop new procedures to 
cope with change where the central office cr systemwide committees had 
the greatest impact durlrg the period. Rather, the few assurances cf 
continuity seem to have been most important and certainly most welcomed. 
When time Is limited, It may appear wasteful to devote the countless 
hours required to reach agreement on the list of "basic progress.- Yet 
this list was picked up by many campuses In tnelr own planning efforts 
and documents, It reaffirmed that the "core" had not changed and that 
the-e remained a system-level commitment to the liberal arts mission. 
The Chancellor's public commitment to keeping all campuses open had a 
similar salutary effect. Campus planning assumptions relied on the 1960 
California Master Plan for Higher Education in a positive way, and there 
seems almost to be a renewed, widespread dedication to and appreciation 
of the system's role within California public higher education. 

What some would praise as continuity others wcjlc condemn as inertia. 
But if change will be as stressful as some suggest, 11 may be wise to 
place more emphasis on identifying those areas where continuity can be 
soundly embraced. 

?. Communication gaps widen and the distance between the system office anc 
the campuses may cause mlsjudgments and misunderstandings. 

Most reports, plann : rg assumptions, and curricular plans received fn the 
Chancellor's Office from the campuses showed i!ttle evidence of serious 
concern about fiscal exigency or enrollment decline. As already notec, 
there was a major gap between campus and Chancellor's Office enrollment 
expectations, and in many cases there was a gap In assumptions about 
resource support. While hearing about the destruction of morale and the 
danger of inertia, the Chancellor's Office was receiving proposals for 
new programs in what seemed like record numbers. The tendency was to 
believe the written evidence more than the anecdotes. The evidence 
suggested that there were too many at the camrvses who did not 
appreciate the seriousness of the situation. The Chancellor's Q+* ; ce 
assumed for itself the role of purvtyo* of hopeless forecasts. 

Not everything tu^ed out as dlsiPdUy as some in the Chancellor's Office 
had forecast. Proposition 9 was rejected by the voters, the Governor 
old not reduce any budget by 10, 15 or 30 percent, and there were 
several last-minute reives. Moreover, It appears In retrospect that 
there was more ; eaMsm at the campuses than iniiial evidence hac 
revealed. Put n the process of M prepar I ng, ■' we had strongly encouraged 
some campuses to develop program priorities for contingencies whic/lQjid 
not occur. Now, there «re faculty who know that their subject aft-tis 
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would have been — and still could be — the first to be discontinued. We 
worry about the effects on program quality when resource problerrs 
require that faculty teach in secondary and tertiary fields. Perhaps we 
should worry equally about whether Those *ho really were victims of 
broken psyche i ogl cal contracts — who were tolc that they were at the 
bottom of the priorities — still menage to bring to their profession the 
enthusiasm which makes them effective as faculty ar.J particularly as 
teachers. 

In case It does net go without saying, the destr uct I veness of campus 
closure rumors and other assorted layoff rjmors was recognized then and 
now. Toe many M h i t lists 11 were rumored, and too many targets selected. 
When decisiveness Is possible, It Is desirable. 

There are no easy answers for reducing expenditures In an emergency 
situation, but each new committee will begin by hoping to find them and 
conclude by confronting mission questions. 

All cf the reel and false alarms spawned uncountable campus and system 
committees, each of which examined numerous proposals for reducing the 
budget. Many scenarios involved reducing the number of employees needed 
by changing the student faculty ratio or reducing the nurr^er of students 
through pricing or admission policy change. But such schemes strike 
"totally indiscriminately at academic program enrollments and 
consequently faculty positions. Hold down the FTE by limiting the 
number of units a student can take? Public Administration, which serves 
mainly part-time sfudents, Is untouched, but Music may be devastated. 
When such policy is systemwlde, the Impact is multiplied; the same 
subject Is devastated at 19 campuses. Raise foreign student tuition or 
cease admitting undeclared post-baccai aureate students? Again, each 
major has a unique mix of full-time, native, resident or commuting 
students. Majors tend to be differentiated by such personal 
characteristics as socio-economic status. The effects of eliminating 
any group of students will not be evenly dL * w, Jted among programs or 
faculty. Most campuses are In any case not prepared to link the effects 
of discontinuing undeclared students to any particular faculty 
posl f ions. 

Generalized categories of faculty such as part-time faculty are of 
course also unrelated to academic programs or to categories of students. 
Inevitably, a decision must be made about the organizing principle 
around which reductions will be made — and then mission enters the 
discussion. The program-student-faculty principle occurs at both campus 
and system levels. The discussion of campus closure raises system-level 
mission questions. Are there relative priorities between access and 
maintenance of quality? 

We are, nevertheless, ahead, Fach new commil tee is able to build on the 
insights and recommendati ons of the last; Insights come more quickly and 
response Is more rapid. 

The processes have brought Into focus the mission questions 1 which this 
and other Slate University systems wH I have +o confront in the 1980s if 
ml dS I on-based planning Is to succeed. 
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David Breneman has suggested that M a priority need on these [Slate 
University] campuses will be to establish clear and distinctive 
Identities and missions. 11 He urges that curricular change be linked 
visibly tc staffing patterns so that educational poliry decisions "can 
be addressed honestly and on their merits, rather than having 
educational policy determined ostensibly cn educational grounds, but in 
reality, for reasons of job protect ion. M 1 4 

The survlvc.1 mission is rarely stated but surely understood, and most 
have expressed concerns about potential conflicts between survival and 
curricular qualify. There may be developing a third presure on the 
organizing principle of comprehensive state universities and colleges, 
end that is access. The mission statements and particularly the 
plannir.g assumptions of man/ CSUC campuses appear to be drifting far 
more to access as an organizing principle than thi / had in the recent 
past. In pragmatic terms, this means that mission may not be defined so 
much by curriculum as by who Is served. In turn, the curriculum Is 
prescribed not by a conception of what every comprehensive college 
should offer, but rather by what programs are needed to serve local and 
regional populations who are United by geography to a particular 
institution. Wiihout attaching a value to this development, i do see it 
as creating a tension on the campuses and at the system level for some 
years to come. Survival Is never likely to become an explicit mission, 
but It will underlie decisions which may be made about the relative 
emphasis on access versus curricular tradition and may Indeed become the 
decisive factor in determining the balance. 

The sul ess of mission based plannir.g, not to mention the IntegrMy of 
Institutions, will ultimately depend on the willingness of campus 
leaders in particular to tackle these difficult mission questic-.s and 
persevere until they are answered. The task should not be 
underestimated. 



MDavId Breneman, "Economic Trends: What Do Th^y Imply for Higher 
Education? 0 ftA HE gMl]g_tj.P, September 1979. 
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ATTACHMENT A 



Base Data 

The California State University and Colleges 



i. Budgeted ano Reported Full -Time Equivalent Students 

JiL?£ri7 12Ur2& IZlSrlS 1222r£D ii£Cr£J im?82 

Budgeted 239^000 235,980 236,670 226,900 230,330 236,470 

Reported 271,251 233,699 226, 93Q 232,552 258,495 



II, General F"nd State Support for the Fiscal Year Exclusive of Student 
Fees, Non-Resident Tuition, Federal Contr i tut ions and Miscellaneous 
RbimburstL Activities, and Capital Outlay (in thousands) 

imzJI mis23 m&:12 i£ZSr&> L°«bfil 1981-82 

Trustees 1 

Budget 626,167 719,207 774,678 852,451 952,756 1,117,897 

Final Eudget 
Total 

Available 6U,105 673,316 691,934 821,474 923,526 973,852 

Total Exp- 
enditures 604,853 666,072 682,983 816,158 

III. State Appropriation per Student (FTEs in Current and Constant Dollars 

imrll mirl3 1.978-73 W9-M IftWHSJ 1231^32 

CurrenT 

Dollars 2,569 2,653 2,924 3,589 4,009 4,118 

Deflator 1C0.00 107.99 117.28 128.90 144.37 161.69 
Constant 

Dollars 2,569 2,642 2,493 2,784 2,77? 2,547 



IV. Average Tern; UnMs Attempted by Unoergr acuate Students, Fall Tenr 

1971 1223 ms 
12.49 12.38 12.32 17,34 

Data Source:: Statistical Ats + ract of The California State University and 
Colleger, Support Budget of The California State University 
and Colleges, Su rvey Ql Current Business (Price deflation of 
State and Local Government Purchases to 1979-80; estimated a 
\7% thereafter) 
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Faculty Early Retirement: 

A Plannirg and Budgeting Issue In Higher Education 



1 ntruduptlcr 

In the 1960*5 higher education *a* called upon to r^pond to expanding 
student enrollments,; Ir the 1980's enrollments are expected to remain 
constant or decline. Durirg the next decade of steady state, expansion of a 
program typically will take place only If another program contracts. In 
addition, shifts In enrollment patterns among programs will result In some 
areas of instruction having too many faculty and others having too few, a 
situation that calls for greater flexibility In staffing. 

Compounding these conditions Is the recent age 70 retirement 
legislation enacted Dy Congress. The central provision In the 1976 
Amendments tc The Age Discrimination In Employment Act 'ADEA) raises 
mandatory retirement age to 70. This change does not become effective for 
employees with unlimited tenure until July 1, 1982, under the federal law. 
In Oregon, however, the 1979 Legislature extended retirement age to 70 tor 
all employees under the Public Employees Retirement System effective July 
26, 1979, Including faculty of the Oregon State System of Higher Education. 

Interest in voluntary early retirement plans for higher education 
faculty stems from steady state conditions and prospects of an aging 
academic workforce. Early retirement programs are potentially useful tools 
to encourage turnover and revitalize faculty ranks, providing flexibility In 
program staffing and opening opportunities for young academics. Including 
women and minorities. In addition, early retirement may be used as a fiscal 
policy to reduce payroll costs. Options also may provide the Increased 
benefits to enable Individual faculty who wish to retire early to do so. 

Against this background, the purpose of this study Is to provide some 
insights and planning tools for Institutions and systems seeking solutions 
to a potential "staffing crisis* 1 by changing personnel retirement policies. 
One such policy change may be the Implementation of one or more voluntary 
early retirement programs for faculty. 

The two most distinctive features of this study are that early 
retirement plans for a system of different types o1 Institutions are 
considered and that the complete scope Is covered — from surveying faculty, 
to developing predicted rates of retirement, conducting computer simulations 
of consequences, developing cost analyses, and discussing Implications for 
planning and budg*tl r g In higher education. 

The study addresses the following questions; 

1. What factors are Influential In or related to facult/ mentors' 
inten+icns to retire earl>? 

2. How much faculty interest is there ir specific early r € j t; , errant 
opt ions? 
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3. What rates of early retirement might be predicted under specific 
early retirement plans? 

4. Wh^t impact would early retirements have on faculty turnover rates 
at spec! f Ic I r stl tut Ions? 

5. What woulc specific early retirement plans cost and what woulc be 
the potential benefits? 

6. What are the implications of early retirement for planning and 
budgeting In higher education? 

L i tfiLfllltTiL BfiYigJBf * An extensive search of 1he literature was made 
through the ERIC computer system. While early retirement may be a much 
talked about topic In higher education, there Is little solid empirical 
publlsheo work on early retirement for academics. Carl V. Palton's Academla 
in Transition (1979) Is the only full-length, hard cover book Identified. 
Several excellent surveys and Issues reports have been published by 
TIAA-CREF and American Council on Education, as examples. Numerous articles 
have appeared In recent years, many of them In Acadqme , the American 
Assocl-ktion of University Professors newsletter. The empirical studies, 
however, are prlrrarliy In unpublished institutional reports, which were 
obtained from Institutions directly and from available files in Oregon. 

Importan ce o,f the St gfly. As an AAUP report cf the Special Committee on 
Age Discrimination and Retirement ( AAUP Bui I eti n r Sept. 1978, p. 167) notes: 

In fact, relatively little attention ha* been given to enlarging 
our understanding of the labor force participation rates of people 
approaching retirement or their responses to changes In retirement 
previsions and to Incentive plans that might alter retirement rates. 
Likewise, relatively little attention has been given to developing a 
better understanding of hew Institutions can operate to affect the age 
structure of their faculties, to change the pattern of compensation by 
age, and tc alter the Incentives for Inducing earlier retirement. Nonr 
cf this work 1o our knowledge has analyzed behavior in a framework that 
*ould lend itself to projection. 

Concerned about the age 70 ADEA amendment, the report urged: 
"Del iverance lies In finding even less expensive methods of encouraging 
early ret i rement ; such 3 study deserves Immediate attention, 11 

Methods 

Questions designed for this study were Included in a written 
questionnaire administered In April 1 9^0 to ail faculty age 45 and above in 
seven Institutions of the Oregon State System of Higher Education. The 
institutions include three universities and four colleges (one a technical 
institute) governed by the State Board of Higher Education in Oregon. 
Personnel policies are made on a system-wide basis by this board and 
administered by the Board's Chancellor and the President cf each 
institution. 
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The research was conducted under the Early Retirement Project of the 
University of Oregon Institute for Social Science Research and funoed by the 
Northwest Area Foundation. 

Questions developed for tris study were intended to solicit the 
f ol low! rg: 

Ideal or preferred age ot retirement, 

- Reasons for that ideal ago. 

- The three most important conditions tnat *oulc allow respondents tc 
retire at the ideal ege. 

- Realistic or expected age of retirement. 

- Reasons for that realistic age. 

- Retirement age each respondent might expect under each of three 
early retirement options describee. 

- The preferred plan of the three options. 

Demographic data and several other variables also were of particular 
interest, Including: age of respondent, sex, rank, type of Institution, 
subject area, years worked In the State System, feelings toward retirement, 
and adequacy of financial planning for retirement. 

The three early retirement options developed for this study and 
described In the questionnaire are as foMows: 

PLAN A: Part-time employment following early retirement, with continued 

medical and life Insurance coverage. Part-time pay would be up to 
25 percent of salary at retirement or $6,000, whichever Is less. 
This option nay be elected no earlier than age 60. The Individual 
is not obligated to work untli age 70. Regardless of the age at 
which the person chooses to quit working, the medical end life 
insurance coverage continues until Medicare eligibility Deglns. 

PLAN B: A 6 percent income supplement for those faculty who announce by ege 
60 that they will retire by or before age 65. This annua! salary 
addition would be paid Into a tax-sheltered annuity. For example, 
a person with a $25,000 salary would accumulate an annuity over a 
five-year employment period (age 60-65) that wouid pay, Jue to 
interest earned, approximately $125 a month for 10 years (age 65 to 
75). 

PLAN C: Upon early retirement at age 60 (or later) receipt of full pension 
^ benefits based on years of service computed as if you had worked U 
the mandatory retirement age under the Oregon Public Employees 
Retirement System (PERS). 

These three plans were used because they are currently either under 
review or In existence in the Oregon Siote System, ot Higher Lcucafion. A 
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version of P\ao A, part-time employment, has been i.sod d* rer+ion<j Stcte 
University and Is beirg considerec at the University of Oreecn. A pr^pcs-j: 
similar to Plan B, the Income supplement, has been develcpec at the 
University of Oregon and Is awaiting review by the Chancellor's Office, 
Plan t is provided under current Oregon law and has been available since 
1973, Features of the three plans are similar to several ct the ten ear»\ 
re+irement options described by Patton (1979), 

Data AdgiXSJ^* Or:>ss tabulaticns were usea to analyze retirement 
responses with uemographic factors as well as responses cn fee' Inas toward 
retirement and financial plans. As pertinent, chi square statistics are 
given to demonstrate a systematic relationship between two variables. in 
addition, results of tests for the difference between mears are presented. 
These invclve pairing each respondent's answers on retirement ages. Also, 
differences between mea^s of two groups were develop* >■* — for ageof 
respondent, sex, rank, *nd type of Institution. In ail cases, statistical 
significance !s at the ,01 level, one-tailed, requiring a f- value larger 
than 2.326. 

Based on retirement age responses fror survey cata, probabilities for 
retirement ages under the three plans and ideal age were i sea as variables 
for faculty flow modeling and comparec to current ret 5 rvr t estimates. One 
university and one college were selected for this comput si mulct ion 
projecting for a 20-year period. Differences among plans aro between 
institutions >ere analyzed and Implications discussed. Cost analyses then 
were developed based on retirements expected from t 1 computer simulation. 

Finally, personal interviews with selected fa' ty and adrr fr I strators 

ana collection of Information on Ph.D. production , d state laws were tscd 

ir discussion of imp ications in terms of legal, administrative, political, 
and market feasibility. 

Of the 1,22? quest "onnai re5 distributed to Orec c n State Cystem of 
r igher Education faculty, 617 were returnrd for a 5< percent respond raie. 
This response was surprislry considering the length of tre questionnaire anc 
short rime for return. Clearly, the survey struck a responsive chord. 

The size and distribution of the responses insure repre^entat eness of 
the population, including by type of institution and subject area taught. 

k terms of the questiens posed, tr-e fcllcwirg results were ct tei rec i 

I. Wnat factors are irfiuontia' ir or relo'eo H faculty mirberi 1 
ir tent ions tc retire earl>? 

Cond I t ions. Survey responses Indicate tr at the thre<_ most 
important conditions that * ailcw fcculty tc retire d 1U ' 
iceal age are 1) additional pay; 2) Insurance; fr.c ?) part-Mr^ 
employment. Patton (1976) end I aod-L i p s< t (1977) d tr foi . o Urjrr 
retirement benefits were the primary condition jMeolr-i, uirlkr 
retirement, with par*-tirro erploynert s^a ri*. 




Age. Younger faculty (under 51 ) indicate earlier »ceal retirement 
ages than faculty 55 and over. Difference of means tests between 
the two a^e groups lr significant (t=3.11) # This Is consistent 
with the Ladd-Lipset finding of substantial increases In 
proportions of faculty planning to stay on until their lute 60 f s or 
7C f s once imminence becomes a factor. 

$ex. Women real 1st Icdl ly expect to retire ean itr thar men (63.6 
to 64.3). This Is consistent with Patten's finding of C1.5 for 
women to 65.6 for men. More significant, in the "atistlcal sense, 
Is The difference between women's mean ideal age (*?.5) and men's 
Ideal ?ge (61.2) in the present study. 

Rank . As with Patterns finding, fuli professors in the GSSHE 
survey ideally plan to retire later than faculty cf lower ranks. 

I nst j tijit i c_ n » College faculty indicate lower iceai ret I 'orient ages 
han university faculty in the Oregon State System. 

Subject- Area . Busiress, health/F.F. ana education faculty are most 
favorable to lower iceai retirement ages, while science, humanities 
and . ocial science faculty prefer later retirement. 

Att i tude . Those respondents with the most positive feelings toward 
retirement indicate earlier iceai retirement ages than those with 
negative feelings. Similarly, Patton found that those who p!an tc 
retire ear iy tend to look forward to retirement. 

Satisfa ction and Performance. Dissatisfied faculty tend to desire 
early retirement. The best researchers wish to retire at later 
ages. This Is consistent with Ladd-L i p set' s tlndlng that faculty 
with the highest scholarship standing and performance want late 
retirement, while those with the fewest sgtiolarly attainments are 
most interested In retiring early. 

How much faculty interest is there in specific earl r rttirentrt 
opt i ons? 

Survey responses show th' respondents 1 mean realistic a^c cf 

retirement is 64.24 com' .red to mean ideal age of 61.01, 

if 

Under the three early retirement options described in +\ * 
quest i onna ! re, respondents ' mean r et i rement ages i r.c I uclt : 

Plan A (part-time employmenl) 62 .b 

Plan B (Income supplement annuily) 63.6 
Plan C (Public Employees Re+i remx-nt Syster) 62.0 

In termi of most frequently preferrec pier : 



Plan A 
Plan P 
Plan C 




of; 



i r the pr-sent study CSSHE tacuHy exhibit an Increased Interest ir 
oar! ; retirement comparod tc OSSHE facuMy surveyed In 1973. More 
than 36 percent realistically expect to retire before 65, in 
contrast to 15 percent in the earlier survey (Oregon Legislative 
House Research Office, 1973). More than 63 percent in the present 
study give their ideal retirement age as below 65, with nearly half 
of those below 60. 

The present study shows stronger irterest In early retirement by 
Oregon faculty than the University of Southern California faculty 
(Peterson and Mercy, 1976). For USC faculty, only 12 percent gave 
tre expected or realistic age as before 65, end 3b percent listed 
under 65 as a preferred or iceal age. 

Whdt rates of early retirement might be predicted under specific 
early retirement plans? 

From survey cata, probabilities for tre three plans and ideal ege 
were developed for two Institutions as variables from current 
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Thesf probabilities applied to individual faculty In the flow model 
cetermlre the numbers cf expected retirements and turnover rates. 

Age fC includes all those who indicated they-wcuic reti re before 
age 60 as well. Age 70, under Oregon law, is the mdndatcry 
retirement age, so this becomes a 1.00 probability, it was dec iced 
H une existing probabilities for ages 63-64 and 66-69, since the 
probability of those remain irg employed at that age will not 
decrease under the optional plans. The reason for ircluding Ideal 
A« w ,e Is that It is possible to combire 1hese plans or tc develop 
«lte r notlve pUns tr at woulc allow Ideal Age retirements, 

U^^iXJeJ^r, Sjn. ulcJicms. There are c variety of Faculty F I ow mode I c 
that have been developed, many using an age-cohort distribution of 
faulty. The University of Southern California model was selected 
4 -K>r Mis study bee oust it is bast d on irdivicual cases. This will 
irocuce mere specific it formation for Institutional planning 
L«:rpcses. The Mpivers'ty cf Oregon cpC Oregon College of Educatitn 
* !ft 1 tctto for modeling purposes as exurrples cf a larger, 
€ arch -or ientvd ml^f <jr lt ,-. ;i!,.lkr, tear r 1 r g-or i ent ec 

1 1 y Mc cje I i s snc wn i r F j ujr f ! . [h 
"ine r epr.-s-f nT<- "Me rrrrrr.t «fu. 
if' n t tcj.-ij | ty urj^a , 



A n , er ! , ii v/ l t t - < ! v r r jf 
" t^t- i * f r * w< st t ■ f i r c . 
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mortality table, quit rates, faculty needs, and time horizon. The 
other set |$ the policies to be followed: retirement, tenure, 
replacement, and promotion* Output Includes data year by year over 
the time hor!?on on number of retirements, deaths, quHs, tenure 
and tenure denial, promotion, number of openings, and faculty 
composition. For more derail on the model, see Gray (1976). 

Because the USC model Is based on individuals, the program can 
handle data on about 250 Individuals at a time. Therefore, the UO 
was run In all components by schools and departments, and OCE in 
two sections. Five runs for each of 1hese 13 components were made: 
Current, Plan A, Plan B, Plan C, and Ideal Age. This involvea 6b 
runs* For each run, the planning horizon was 20 years~-1980 to the 
year 2000. Initial data probabilities on quits, tenure, and 
replacement were held constant throughout. Promotion policy and 
faculty requirements were held constant. Faculty salaries were -not 
ircreased over time. The only variables were in retl rener, + . 

What irrpact would early retirement have on faculty turnover rat°s 
at specific institutions? 

Table 1 displays results of the computer simulation In terms of 
numbers of retirements at the University of Oregon and Oregon 
College of Education from 1980 to 1999 and Figure 2 graphs these 
data. Briefly, the 20-year totals for retirements and turnover 
percentages : 

QMienl LL** EUn fi Plan £ i deal Afl£ 

UC 198 24, 232 261 269 

27% 33? 31$ V>% 36% 

OCF 4 s ) 69 60 63 74 

22* 34$ 29% 31% 36% 

Under +he Currert situation, the U0 and OCE will accumulate a total 
of 198 and 45 faculty retirements, respectively, between 1980 and 
2000. These numbers represent 27 percent of tne faculty of the U0 
and 22 percent for OCE. Under Plan A, the numbers of retirements 
increase and turnover reaches 33 percent at the U0 and 34 percent, 
OCE. 

Plan B does not effect faculty retirements as much as either Plan A 
or Plan C. Plan B generates a total of 232 retirements at the U0 
and 60 at OCE for percentage turnovers cf 31 and 29, respectively. 

Plan C is the most effective a1 the U0 but holes second place at 
OCfc tc Plan A. Possible explanations for this are explored below. 
The U0 retlrenen+s 261 '3t>% of the faculty) and OCF retirements 
are 63 (31%) under Plan C. It sho ^ ,e stressed that Plan C is 
rurrently available to 0SSHE ft,cult* members, but this benefit 
apparently is not widely know. 



f dea I Age, which couic be a comb i rati on of one, two, or all shewn 
or another option, produces a 36 percent turnover rate at both 
institutions. It is Interesting to note that e greater increase In 
turnover from the Current situation is generated at OCE. This is 
explored furtrer in tfe faculty mix discussion. 

f aculi¥-Mi&» AA ^P (1978) describes three agp distributions, 
categorizing them as Balanced, Young, or Mature faculties. Using 
the AAUP designation, the faculty input data for UC and OCE were 
analyzed. The UO, part I cu I ar I y in Arts and Sciences, has a mature 
faculty. In contrast, Oregon College- of Education, particularly >r 
Education, has a young faculty. 

in order to analyze the effectiveness of Plans A, B and C tor each 
institution, the number of retirements was aggregated over 
five-year periods. Then percentages of openings In the total 
faculty created In each of these periods were calculated. The 
cunulafive 20-year numbers of retirements and cumulative percentage 
of openirgs due to retirements also were determined, Tabie ? 
displays this information. 

Under the Current situation, OCE nai lower percentages of openir.js 
with the same retirement probabilities as the UO. Most pians in 
most five-year periods do not create as much turnover or openings 
for OCE as UO. This 's In spite o* OCE having higher probabilities 
for age 60 retirement under a| ,| plans. These anomalies can be 
traced to 0CE f s younger faculty nix. 

Under Plan A where 0CE f s probabil i ty for age 60 was more than 
double U0 f s (.50 to .23), the difference is not felt srrongly until 
the 1990-94 period. This is due to a large age 46-50 cohort at OCE 
reaching their 60's, and this impacts OCE by raising the percentage 
of openings well above UO. Under Plan B, the most comfhon age for 
retirement was 65, and U0 and OCE Doth had .30 probabilities at 
that eqe. In 1995-99, OCE outstrips U0 in percentage of openings 
when 0CE ? s arge 46-50 age cohort reaches 65 and above, Under PI en 
C, OCE is nearly equal with U0 in percentage of openirgs in 
1990-94, agalr due to the OCE cohort that reaches their 60 f s at 
this 1 1 n-e. 

IhU£» (jQLSyl&j j&£j n & r c t i r ap&nJ^J m^Jl ai. ap peal to f aculty for 
3QC 6CU 62. §5 QL.ojh^r§1"\ r^penl- zqgs* the effect iveness i n any 
S i Y e.P , J^ri yJLL v^iX sIspq^Ilq. op the faculty a ge nixes of the 
Inst itutipns. 

What wcuic specific early ret i ran en t plans cost ar><j w^ril *t*: hj ti 
l r e pcten 1 1 a ' bencf its? 

Cost analyses may he based on dr. cissumpt ion that po ,rk,n fr^ed 
will result In full salary savings or, conversely, flvit pes M lens 
wlli be refilled with junior faculty if the Institution is 
m a I rtal n I ng enro ' 'ments and requ i rev r ep I aceinont personne I . Trt 
latter "constant faculty 11 assumption was made for tie cc r >t analyse 
conM( ,/ *ted ir the present study. A companion as c un;. t inn usf v d w^r 



that institutions woulc elect to bring Ir young academics and to 
promote existing facuHy Into higher ranks vacated by retiring 
professors. Accord! rgjy, replacement at assistant professor 
salaries was utilized for the funds freeG analysis. 

If a "contraction" assumption hac been used that position? freed 
wculc not Le refilled, larger savings woulc have resulted. In 
acdltion, if faculty scleras had been increased each year Dy en 
inflation factor, total dot lar savings would appear larger. 

For purpose^ of this cost analysis, average salaries are cerlvec 
frer basic data in the computer moael. 

Low t3£LflJi-JD tiicJl 

Full Professor $28,900 $30,900 «"{ f 100 

Associate Professor 16,700 19,800 21,900 

Assistant Professor U,400 16,100 18,200 

Since some faculty r^ +< " ing as early as 60 may be associate 
professors rather th^i full professors, the low full professor's 
salary of 128,900 is used as the average retiree's salary. In 
addition, th * low a^s<start professor f s salary of 514,400 is used 
as the replacement sal cry since it is assumed thai young faculty 
will be brought i n. 

The average number of retirements per year at ages 60 to 71 over 
tre 20-year totals are used to develop cost estirrates for each pi 
for tie UO, as examples. 

Age Client Pi an A tlM) L LLtf £ iceal 

60 - 4 3 6 7 

61 » 



65 
64 

t r : 

6/ 
b& 

C Q 

1 C 



1111 



1 



rvars K',: 



lA^D^^St^Llz^i^L!F£Ji^^!I^l^) woula prcducc an average of fcnr 
retirements p*>r year at age 6C compared to none under tie current 
situation. One rctirtfnert at age 62 \z the same ^ undfr u.rr*H 
flow prcbabJ I ities. Two retirements at age &b is one rut e t* an 
current expectation*.. Age- 66 ar-.J fa are it e >jrt <;•« und* r 
r ur r^r.t . 

f-lnr A r-i kw<- Mr'-tr-*. ,.a> -f L{ t«, pence nt L * 1 , Ur , r 
>w t wMchovrr h l<~ss, - 1 r f» tr - a*-er v r. 4 »r^c _. s l<-rv w 



assumed at $2* ,900, $6,000 wc l I c general iy be the less of most 
retirees' salaries, in addition, the Institution Is estimated t( 
pay approximately $200 per year for radical and life Insurance. 



For this analysis ft Is assumed that o* the four choosing tMs 
op+kn at age fC f one will work until age 62; two until age 65; and 
ire last until age 70. The extra person retiring at 65 will do 
part-time wcri- t 0 70, Over a K-year period, the cost calculation 
f c I lews ; 

$6,000 Part- time Salary 
± , , 203 Mcaicul/LiU irstf dra- 

$6,/ 00 

I 21 Mx2 yrs; 3x5 yrs; 1x10 y r s ) 

$167,400 Plan A Approximate Costs for ! Year's Group 

Ir +he sane 10-year period, Plan A savings to tre institution will 
be: 

$28,900 Average Retiree Salary 

~-^£u2QQ Cos+s 
$22,700 

X (4x1C yrs; 1x5 yrs) 

$1,021,500 P,an A Savings for i Year's Group 

(Even though a person quits part-time employment at age 62 or 65, 
the regular salary saving is figured at 10 years—from 60 to 7C.) 

Assuming faculty requirements based on student enrollment remain 
unchanged over the 1C-year period, the following net savings 
result? 

$14,400 Replacement Salary 
J& UxlP yrs; 1x5 yrs) 



$648,000 Plan A Replacement Cos rs 

$1 ,021 ,500 Savings 

£15 ,400 1C I Costs 
$ 206,100 Net Savings, Pltn A for 1 Year's Group 

LA^L^^Lllmid JxJ>Jtf £llF £D 1 is a 6 percent salary audit icn p. a »c Dy 
t' e Institution Into a tax-she I terec annuMy. 

$28,900 / .06 $1,734 c^i per person per ytar 

iMustration at the 10, let us dssur.it* the three ind'catjnq 
ir»ti-emtnt at 60 actually agree tc retire in two year s — at age 62. 
"«e two at age C (over df,d above tr e current situation) enncuncec 
*■ aqe 60 tr <r.t they would rot in; at 65 aru: sc will havt th«- income 
-Ppunert fo*~ f fve years. 

- + r ;i^U^ + l< r f L r f I tii, P »*. K , | L L»c* t- Uiw - 
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$ 1,734 Per Year, Per Person Payment 

25 J£ (3x2 yrs; 2x5 yrs) 

$27,744 Costs of Plan B for 1 Year's Group 

$28,900 Average Retiree Salary 
(3x8 yrs; 2x5 yrs) 



$982,600 Savings under Plan p for 1 Year's Group 

$14,400 Average Replacement Sa!c< r v 

* 2 A 

$489,600 Total Replacement Cost- 

± 27 P 7 44 Plan B Costs 

$517,344 Tctai Costs, Plan B 

$982,600 
- 517.344 

$465,256 Net Savings, Plan B fcr 1 Year's Group 

Pjjj] £ (PE R?) permits faculty members under the Oregon Public 
Emplcyees Retirement System to retire at age 60 or later and 
receive f he pension benefits that they are entilied to based on 
years of service computed without actuarial reduction, which means 
computed as if they retired at the mandatory age of 70. This 
option is available currently under state statute, and costs are 
picked up from Ihe ?ERS fund, r c fher th^r the ! nst i 4 ut j ona I budget, 

Under Plan C f or the U0, six persons would retire at age 60, 
compared ic none unaer the current situation, 

$28,900 $14,400 Replacement 

X fifl (6x10 yrs) * & 

$1,734,000 Savings $864,000 

- 864 r 000 Replacement Salary Cost 

$ 870,000 Net Savings under Plan C for 1 Year's Group 

(There are no "Plan" costs since the PERS fund picks them up.) 

These figures for Plans A, B aftd C also could be approximate per 
year cosfs and savings as well, However, each year may vary 
depending on the facuHy age mix at the institution and individual 
faculty decisions about retirement, 

Systemwide estimates were extrapolated from the UO averages 
developed. These could be average annual figufts as well, wifh the 
caveats noted. 




Costs and Savings Systemw.de 
(Estimates for 1 Year's Group over 10-Year Period) 



Plan A 



Elan £ 



Reti ree Sal ary 
Sav Ings, I ess 



$4,086,000 $3,930,400 $6,936,000 



Replacement Salary 



Costs and 



2,592,000 



1,958,400 



3,456,000 
Q 



Plan Costs 




Net Savings for 
Slate Systen 



$ 824,400 $1,861,024 $3,480,000 



For faculty retiring In the State System in the 20-year period (but 
figured over 30 years) net savings would be roughly: 

Plan A $16.5 ml i I ion 
Plan B 37.2 ml I I ion 



Plan C generates the most savings, since costs of early retirement 
are borne by Oregon's Public Employee Retirement Fund. (However, 
added costs may be spread to other state employees contributing to 
PERS.) Even though fewer faculty are ir^uced to retire early under 
Plan B than F ! an A, Pla^ B resul+s fn greater net savings s ! nce 
plan costs are less than under Plan A, where retirees are paid for 
part-time employment and provided medical and insurance benefits. 

What are the implications of early retirement for planning and 
budgeting in higher education? 

Early retirement can be viewed as an academic personnel policy to 
free faculty ranks so that persons with needed skills can be 
recruited, in this vein, early retirement can be used by the 
administration to shift resources to needed areas, to new or 
expanding fields, or to programs that need rebuilding, By 
encouraging the early retirement of academics in out-of -demand 
fields, an Institution can gain a few faculty positions to 
real locate elsewhere. 

When viewed as an academic personnel policy, the level of resources 
(faculty slots) is maintained. However, early retirement also may 
be seen as a fiscal policy. In a case where an institution is 
faced with a budgetary shortage, early retirement may be locked 
upon as a way to reduce payroll costs, assuming the institution can 
continue to function with a reduced staff or with lower cost staff. 

Whether early retirement is used as an academic personnel policy tc 
create turnover in faculty ranks or as a fiscal policy to save 
funds, research shows that early retirement options are potential iy 
useful tools. By carefully setting benefit leve>s, by clearly 
stating the terms of an early retirement provision, and by 
approaching interested potential retirees, an institution may find 
advantages to carrying out an Increased benefits early retirement 
p I an. 



Plan C 



69.6 mi I i ion 



Within systems of higher education, this study suggests that early 
retirement planning should not be limited to just ore option, since 
one type of plan may be more useful to a research-oriented 
university with a mature faculty, while another nay be better for a 
teaching-oriented college with a younger faculty age profile. !r 
addition, because of faculty concern about equal treatmert and 
uniformity. Institutions should be free to use approved options. 
If :me type of plan Is provided Ir. one institution, it shoulc be 
possible for faculty In another system institution tc have access 
to that plan as wel ! • 

Before jumplrg on the early retirement bandwagon, institutions and 
systems must be certain as to their needs, the price they are 
willing to pay for turnover, and how changes in the early 
retirement rates will affect faculty flow at their own 
Institutions. Systems and institutions must examine their own ana 
faculty members 1 needs and determine possible effectiveness of 
various options in terms of the factors reviewed In this study. 

1 . Sur vey *acu I ty 

2. Determine probabilities for retirement 

3 e Project retirements for the future end impact cf facuHy flow 
by computer slmujetion 

4* Develop cost analyses of alternative early retirerent plans 

5. Consider implications in terms of feasibility related tc 
administrative, legal, political end market factors 

Select appropriate early retirement plai.s and implement 

7. Evaluate 
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figure 1 Basic Structure of the USC faculty Model 
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Figure 2 

NUMBERS OF RETIREMENTS UNDER THREE PLANS 
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Table 1 

NUMBERS OF RETIREMENTS 1980-1999 



Year 


U 

Current Plan 


of 0 
A r iJt* 


0 Plan 


C Idtai 


I 

[Current 


Plan 


QCl 

* Plan 3 


Plan C 




i960 


1 . 1 


4.8 


2.3 


6.2 


7.7 


! .3 


1.7 


1.2 


1.0 


1 7 


51 




7.6 


6.0 


7.4 


7.9 




2.2 


1.9 


1 9 


2.2 


! 

r 


» 1.4 

t 


6. : 


5. 1 


? 4 


10.0 


f 1.1 


2.8 


2.5 


3 . 0 


4.7 




i J . 7 


9, 3 


8.4 


10,0 


10.3 




1.3 


1.5 


1.9 




84 ! 




10. 6 


3 . 6 


9.0 


10.1 


i 

: 1.0 


1 9 


1.9 


1.9 


1-.7 
1.5 


| 

55 l 




1 1 A 

i J . 0 


7 . 6 


1 '» . 7 


12.1 


1 

1.0 


3.5 


2.3 


2.9 


3.3 


f 

86 ! 




11. 1 


1 i * 


12 . 3 


13. 2 


i . 

A . 4 


2.0 


.9 


2.0 


1 . ci 


17 1 




12.7 


1 J . J 


11.5 


13.5 


2.3 


3.6 


3.4 


4 1 


4.3 


83 




13. i 




16.7 


14.3 


1.7 


2.0 


2.2 


2 6 


3.6 


i^H 


It. 1 


14 r 7 


1 A A 


17.6 


16. 7 


3.0 


6.* 


3.5 


4.5 


* 7.6 


90 ' ! 
— ^ 


* > ' 


13.7 


14. 5 


13. 7 


14.5 


1.5 


5.7 


4.7 


4 5 


5.9 


91 !| 
1- 


12. S 


12.9 


11.3 


14 . 0 


13.5 


I . ** 


2.9 


1.3 


3 9 


3.5 




13.3 


14.6 


12. 9 


15 0 


14.8 


4.3 


6.1 


5 1 


5.* 


6.7 




15.4 


15.5 


16.0 


14 .3 


17.9 


2 ^ 


j . j 


1 . j 


r . 7 


4 3 


J 


3 5 9 


12.2 


12.1 


14, « 


! 

13 2 ! 


2 . 3 


2 . 6 


j j 


<: . 7 






13. * 


11.3 


i 3 . i 


14 . 6 


T 

13.2 ! 


3 8 


5.0 


3 8 


4 0 


4 <4 


■1 

9»i 

- - rr 


10. 1 


11 7 


16.0 


15.3 


. i*.a ! 


1.9 


^ 4 


3.7 


: 6 


2.9 


I 


14.6 


16.3 


14 u 


If?. ? 


17.2 


2.9 


1.0 




3 7 




1 

98 1 


3 7 


13 3 


12.9 


12 2 


14. 4 


2.6 


5 3 


5 3 




3 3 


99 - ( u a 


15 4 


is. r 


14 3 


r 

1 

15 * i 


5. 4 


4.2 


4. 9 


3 > 


3 8 




241 


232 


261 


269 


45 


60 


60 


6 3 


'4 


3 
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Table 2 

COMPARISON OF KET1IIEMEUT PLAi<J 
UO AND DOE OVKK FIVl^-YLAR PKItlCU 



O)«0-o4 1985-89 1990- M Y>)5- i n 20-Ycar P. ri.-l 

- ^ — 



No. J T~ fI °. * No » ' 1,0 • 5f fi'>, 

-,L. Ketired Opened a Retired Opened Retired Opened Keti red t ;>. n <» ' i^tj re 



Current 

Uo 16.1 2.2,?. hS.V 6.2% 69.7 9.4* >-'V> MS /6.8' 

5,7 2.7 9.4 4.6 12.8 6.2 16. b 8.1 44,5 21 

Plan A 



W.4 5.2 0/ t .O 8*7 00.9 9.3 f>8.7 o. 3 240.*, j,> 4 <, 

JO. 4 5.0 17. r ; ;'..> 20.6 10.0 20.'i lu.l f ,M.4 u>7 

i lan H 

"j0.4 4.1 l '- •'' a « 6 66 " H 7l «'' ''« 7 - i-.V 

,„:h 9.0 4.4 1-2.3 t.O 17.2 d.« 21. 8 lU.f, wj.-j 2v.> 

Plan , 0 

un 41.0 5.'. 72.3 9.0 71.9 9.7 7'..d in.j ;><,!. 5 ^,,4 

tl ,r, 10. o '..i 16.1 7.8 19. C '».», l:-'.^ 8.8 t,1.7 >V 



Idt-ul 



46.O o.2 6;. 8 9.4 7J.9 lO.d 79.4 M.7 2<>7.l f>.4 

1J..M ',.7 21.2 10.3 23.0 11 .2 18.2 8.8 74.2 ,<„0 



^1 



l'orccnta(jo nf 7.»V faculty for Hu and 206 for th i.« 

fo r>t» 
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The cccaCt t» u w 8G's pnrl:*5 Tc be c:e c^ang* _i f c yrctrtc lr 7y 
t-,r f Ujhtr tCLCc^icn, Shiftlr.j jemc c r ap h 1 c s , chargirg enrU Imenl patter r r f 
c^'or^lrg prog rur.^.t i c dcrcnd* ana t ^cal constrain w i I i be the norm, 
f->ver +[ at stole level :yster. c _ c * higher tcuca+icn nave pre. I i for ctto c" r c 
c trte. legislatures have assumed a role cf increasing i mpor 4 ance , it c^r lc 
cfsupf-c tr cit ^IcTt le^'ti pciicfes impacting cr. higher education wii ! come 
under lrtrca-€C s-r U Tiry, In the corning decade, t* e individual 
institution's relations tc oner «'rsti tut Ions ar.c tc the social envircmtnt 
wj|| become e key concern. It is Incumbent on those responsible for the 
bta^t-wlde planning and budgetirg process ir higher education tc use the 
Lest cv&Mable analytical techniques In assessing ana developirg policies, 
f-restr.f Inflationary losses, If continuea through the aecade, coulc leave 
cc lieges and universities with one-half the revenues (in real terns) they 
-o« rvve (Deco, 1981). Furihernor e, riven The current economic Gifficuities 
the country as a whole, education, and particularly higher ecucction, has 
re strong clairr to extra funding by federal or state governments* Given th 
declining percentage of parents with college age children, the ircreased 
aq J r«g of the American population, and the fact that c i sc r et i cnar y I neon e for 
L'.S. househoics has aecMned markedly since 1972, the public's ability tc 
support higher education by contributions, ta>es, and increased tuition has 
ai dec I i ned. 

These f inane lei problems are compounded when one examines demographic 
srejectiens of the historical college age group. For example, it is 
^'Tirrateti that this age group, the 18 to 24 year oles, will decline some 15 
percent (or 2.6 million) during this decade (Johansen ana N'cNaulty, 1 977). 
TM C decline undoubtedly will affect enrollment in higher eoucation since Af 
percent cf the tctal enrol iment (and 64 percent of the unGergr acuate 
ofTollfrent) came ,'rom this age group in 197b. Given the projected decline 
ir financial did available to students, furtrer receptions ir enrollment 
r. Jf .t be anticipated. These problems are accentuatea by a growirg 
peror ft for ir our society that a col lege degree no longer has tf e value M 
once nac. h urth error e , the Bureau of Labor Statistics (1975) projects the 
f .. r pi^ c- 4 trUcy graduates to reach 140, 00C annually by 1985. 

Mi cher education began to foce these realities in tn H70 f s at n.tcd 
\r r.ct of the literature cf tne fielc which focusec on niaintaimrg a 
"steady state." The 1970's also witnessed the decline cf faculty mobility 
; r the acacer k marketplace. This decline has ltd to a concomitant prot Ur 
+ io 1980's, i.e., the "tenur lrg-in" of college faculties. Consequ* nt ! y , 
it is difficult to introduce new,'f. ge t i c , highly traired, young 
•Jocrerdtes ct all r c jces, sexes, and creeds int L faculties, fhere is r^/f 
^ academic stagnation of many cf our campuses, and a good d* <?J c* cgitctir-, 
with respect tc the proMerr c-f mderT^ r esentai ion cf wcrcn dr.«_ r-rr/i-};*- 
. *• i c ! I eg* rjr d ur I v er s i ** y f acu I t i es . 

A I v r.g * i -* • -*-? (* pr £ . j ec t m; re<" | 1 ^e ' I u r ■ J ! ft* -fit ^_ f ■* » i«. ( : i , r, t . • • . - f • 
s ycu A h \\ r *u tJ c ^ or \ ar y I r ; t'r-argr ir tr e o f»p » 1 i t t ir* m. M'f 

4 + i.t'f t [ f. f . ■ i -.^ i f. r. if + f ri t ♦ferf jf * I r ( r t , j r t; r urt « r *, f ■ r - ' 1 ^ i ' 



ERLC 



7J 



oOul-K, minorities, and wcvr^n enrol liny. This changing mix of ne student 
population, with accompany i rg d em an as for innovative pedagogical strategies, 
changing tne curr Icul urn, and even changing the time during which classes ere 
cffered, w 1 1 i in Urn create additional edminl strati ve problems on college 
campuses . 



In sum, thun, the decade o* the 1980's promises to be one of charge anc 
uncertainty for tr e country as a whole, and fcr higher education In 
particular. The challenge of the 1980 f s will be tc develop policies tc cope 
with the changing environment within which higher education exists, while 
providing the knowledge and skills the citizens cf this country r<-ed !r 
order tc meet the demands ot a complex, increasingly technological, and 
somewhat unstable worlc. The problem, basically, is the manegemc.nl ot 
change, Society and higher education's place in It are goirg'to charge, 
regardlesc. If change can, In some measure, be anticipated, then 
institutions cf higher education can offer the programs ard services that 
will meet the needs of individuals in the emergl ng^soc iety and retain a 
\'cMe piece withk society. 



>his papc-r pres-enk a model for nevekping and assessirg policies at 
the state level consistent with the fiscal realities of the 1980's anc the 
fcrm c j and Informal power structures In higher education. Adaptec from the 
wcrf. of Renfrc (1980) this model, the po! I cy- Impact analysis model, proviaes 
a framework within which a variety of futures research rechnkues are 
ccmblred with the extant posHecondary simulation and modeling systems. The 
utility cf the model Is that Tl structures communication between those 
cevelcpirg Information about the future and those formally and I r.f ormd I y 
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policy fcrmuktion and dec I si or. making. 

Trere c'u fcur stages In the po I I cy- 1 mpact analysis model; monitoring, 
nrecritir.g, goal setting, and policy analysis ana implementation. 
M niter kg refers to 1fe identification and selection of issues of concern 
er tc policy makers cr scholars. For example, if entering freshmen 
'•r t I Irent: ir libera' rrU programs appear to be dec I i nl rg, university 
ft it ids mriy chocs*' tc focus on this Issue as appropr I c,te for study c nc 
vy action. The second stege of the model, forecasting, involves us i r . 

v r* fui ures research techniques to forecast pnobable futures and 
"^.Hp to sekcUd Issues. In response to the projected trc-nos 
U'ures, policy makers ther establish goals, the th i ra sUge c 
wM'.fk, using the future? research techniques described 
*iv ii^er'ji c.rl: programs experiencing decreasing enrc I ImenU, '4l + c 
k, upon receiving this Information, ma\ then e.t c ^li'-J 
j f nro I Imcnts In lib<ral <<rts programs or ftcusirg 
fffr k ' r ^ u 't [.r.grtr'. This leads Tc tb*- fourth stage- of the tode!. in 
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nfaticr of policies tc achieve these end£ . In ki 
[„o^[M< ^olicu'S rre rjr.aty/ed ir crct-r k ueTtrr.- 
.inu -ire inrh/i, on tl ose e horac 1 er i i f \ ^ deer* C 
ril.+ive U' r ,t : versus U*netit-., Those pclh ies r,/^ 
" i^j iff entto. Fv^kution occurs when tr e stages of tr 
'i u f . ir/, ...tci t i< n.ii cnalys*: .rid further rffinifirk. 
; r ( H tr.jt'O ir rv,f t dc ! L» lew. 
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Monltorlrg consists of first, in conjunction with policy makers, 
identifying areas for study; selecting appropriate Irdicatcrs of those 
issues of concern; and developing a data base that includes these 
Irdlca+ors. There are constraints in tMs process. Prirrary amcr.g Huso is 
the availability of historical cata thai is reliable and v e ! id. This poirt 
neea not be belabored. Several writers ir the floic of higher education 
have dealt thoroughly with criterion for developirg and assessiry reliable 
and valid historical data, among them Halstead (1974) and Adams, Hawkins and 
Schrceder (1978). As well, the monitoring stage does not proceed ir a 
linear fashion through issue Identification, Indicator selection ana data 
base development. Issues often arise through a perceived need within the 
state. Available data Is used to generate some indicator of need or of a 
situation that must be changed. At this point events usually proceed Ir 
some linear fashion through indicator select'on and the acquisition or 
development of a data base. 

The development of an effective system of Indicators for use ir 
educational policy development dictates adhering to several additional 
principles. First, indicators should be policy relevant. The primary focus 
of a data base of educational indicators or use In policy analysis should be 
on choices policy makers must deal with. Much research concerns 
relationships that are not within the control of policy makers, and 
indicators cf such relationships are relevant to policy making only as they 
establish the "glvens" of the situations, the constraints in which policy 
alternatives actually exist. 

Second, indicators must be Intelligible to policy makers. Indicators 
must be useful to decision makers who often spend large amounts of time 
reviewing many, perhaps contradictory, measures of conditions. Even though 
they may be derived from an extensive and complex archive of cata that does 
Include many measures, the Indicators reported should be few In numrer and 
expressed with a minimum of jargon. 

Third, wherever possible, indicators should be Cerlyed from existing 
data sources. There are three reasons for this. First, such a procedure is 
cost effective. Data gathering is expensive. Second, novel data sources 
will Introduce errors until new procedures are standardized ana widely 
understood by those supplying the data. Third, if Indicators can be defined 
or derived from existing data coilecticns, It Is possible 1 tc measure past 
events using straight- 1 i ne extrapolation, as we I 1 as more complex 
time-series anc trend fitting strategies. 

Fourth, wherever possible, Indicators should be located within 
connected models cf educational events. Some Indicators In a single 
perspective are useful as observations simply because they warn us sometr jrg 
Is going on. Wherever possible, indicators should be developed within 
models of Interconnected events. For example, industrial growth great es 
population migration which generates enrollment while chang I ng enrollment 
patterns and, perhaps, chang i ng educational needs. Fach of the underlined 
words marks a possible causal relationship within the mcdel. Attempting t' 
measure the critical Interconnections cf the social system tl at effect 
educational events, so that future demands and future neeO', con If 
pr ed force, I s an amb it i c u s and necessary coal * 
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Ht1h, wnerever possible, indicators should be sensitive 1o iht= 
possibility of unexpected charges in the system. Having expressed tne rec" 
for model tuildlrg In the fourth principle, the need for model breaking, or 
at least model reeve I uation, must be consi cered. The most serious 
shortcoming of most policy indicator systems has been +heir static nature. 
Failing to allow for shifts in relationships within models has contributed 
to the belief that policy indicators are unrelated tc reality ar,o \ avt 
little value Ir. Icng-range planning. 

AM policy development requires information of some sort, whether or 
net ihe Information is supplied forme My. Some decisions require only a 
small amount of information, and some require a great deal. To unaerstano 
why there is a difference, it 15 necessary to realize that, at the most 
genera! level, the purpose cf information is to reduce uncertainty. As 
uncertainly increases, the need for information also increases. More 
complex situations inherently involve more uncertainty, as dc more unstabU 
erv i ronnenti . t 

Informal ion is also n* ,ded to facilitate the process of negotiation by 
heijilrg the Irterestec parties assess more raplcly ana accurarel> which 
among the possible propositions that ere advanced stana some chance of beirg 
acceptea. In other words, information Is needed not on i y cn social, 
economic anc technical trenas, but also on value systems (Eckstein, 19/4). 
This leads, inexorably, to the second stage of our model, that of 
forecasting. 

Forecasting is intrinsically tied to policy development. As Peter 
Drucker noted, "ail our knowiedge is about the past; all cur decisions aboul 
the future. " Yet of the information available to policy makers, forecasts 
are the most suspect because they depart from what is knowable. We mo/, at 
some point in the future, find that we chose correctly from previous 
patterns and extent relationship'? in deve'oping a forecast. But that 
Knowledge is, to most of us, as yet unattainable. It is this problematic 
nature of forecasting that is faced by policy makers. Given that various 
different forecasts of the same trend or value are available, Ascher (1975) 
characterizes the burden of the policy maker as greater than the original 
task of forecasting. He suggests that the policy maker attenas to those 
fore-casts that appear reasonable and so tacitly choose assumptions and 
metrcds for forecasting, 

A number of forecasting teenniques have been developed ever tie last 
decades or.d can ^ e se p arated [ rtc f he two general classes of quantitative 
techniques ano qualitative techniques. Quantitative techniques includ. 
ti ose techniques that ere based on the mechanical manipulation of risteMcal 
catd. Among the more widely used quantitative techniques are re gr *-ss i ^ r, 
jr cilyi-s, exf.c.ner ^ i a 1 smooth irg and deccmpos i 1 i on methods. 

:'-is i ^tt ! I y , quant i 1 dt i ve techriques for forecasting enlocy the 
procedures arc properties of one or botl of two models. The flme-sfrif^ 
model, c- n 'L { V I *l J eh a^un.^ that a pattern recurs over lime, is prrh. : . V> - 
^ost conn r . 7 imc-ser ies techniques allow discernirg a pattern ere it* 4 1 
* < ' -tng point t_ar- tfer bi ches-er, w M h tMi moor I a ,<J > 
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forecast for seme point in The future. This modi! explicitly assures, tr at u 
pattern can be Identified cn tfe bails of Mstcrical edit and does ^-ci 
account for present act! or s. 

A secorc mcdel, the causal or explanatory model, assure*, that v^rfebies 
ether tr an time are in port ant in forecasting. These techniques require data 
on several variables ir addiiicn tc the variable being forecast. Tre-, cUcw 
developing a number of different forecasts giver, the nUticnships 
postulated, Causd models generally take longer to develop and are r-.rr 
sensitive tc change in unccriylng relationships ^-ar- tine-series rt oat i 

Qualitative forecasting techniques are used forecast changes in a 
Dasic pattern as well as the pattern itself (Wnee » " i t>ht anc f'ekrlcakis, 
198G). These techniques are most often used Ir c-ses where historical cata 
that directly represent the variable tc be forecast is net available. Among 
the qualitative techniques currently used are; ( 1 ) the exploratory use of 
curve fitting techniques, or curve fitting with minimal cata and subjective 
nevkw of the extrapolated curve; (2) morphological analysis, or a 
systewdtic manner of enumerating all combinations of possibilities for the 
variables and situations being forecast (Zuicky, 1967); (3) Delphi anc 
cross- i rr pact approaches that use Expert opinion to gauge the subjective 
probability of an event's occurrence ana the magnitude of its effect; anc 
(A) the purely normative approach of decision tree construction us?ng the 
ideas cf decision theory tc sketch out the objectives and sub-objectives a 
panel cf experts see as necessary tc attain a chosen goal or future, 

Given the wide range of forecasting techniques, It Is important that 
the most appropriate technique or combination of techniques be applied to a 
given situation. Wheelwright and Makrida*is (1980) list six properties cf 
forecasting techniques that must be considered Ir. preparing a forecast. 
First, the underlying pattern of the data must be recognized. Using 
quantitative techniques, explicit assumptions are made about the underlying 
pattern of the data while qualitative techniques allow patterns to take 
virtually any form and rarely require that these be identified explicitly. 
Second, the accuracy of tne method must be assessed. The accuracy of a 
technique In predicting patterns ana relationships similar tc these ir 
historical data Is one form of accuracy. Another is the success of a mctrct 
ir predicting when tr e pattern changes ard pest error calculations art 
^appropriate. Third, the appropriate model or models to be used Ir 
preparing a forecast (i.e., causal or time-series) must re identifiec. 
Fourth, the costs of a forecasting technique must be carefully con^iceroe. 
Development costs, the cost of acquit Irg <jnd storing data, and analysis 
cost, or th e co^t of running a technique, must oil be estimated. Fiflh, tt » 
time period for which a forecast is belrg preparec .houlc be del I neat* a. 
5c>me techniques ^re appropriate for short-term forecasts whereas ct'ers c.rt 
more appropricte for knger tern forecasts. The si^tl , end lest 
cunsiceraticr, I: the applicability of the chuser. me^od r < 
l r general terr^, are "the hardware anu software, exptrtfif 
wpsjersl ana i rg or the techf ■..uc. auj-^itu? 
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ir tie y.cil rettirg sta^e, It ;s ustti! tc cote;crut' f rnc t v tip, 
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right happen. Ncrmative forecasting car b< seen us definirg a desirutit 
future and The obstacles to its achievement, and so determine what shculc 
happen. At this point there can be ro Illusion that we have left the 
kr.owatie. Tne goal setting stage requires.: (1) that we attempt to 
determine the social mileu within which higher education will function ir 
the future anc (2) that we determine the role of higher education In V at 
n i leu. In Stage IV, policy analysis ana Implementation, actiens within each 
year's predicted, but as yet unknown, environment rrust be plotteo which can 
fead to that role. Goal setting begins with exploratory forecasts and neves 
into the use of rorm c tive forecasts. p o i I cy analysis ana Imp I etnentat icn 
err; ley purely normative forecasts as appropriate policies are decided. 

In developing policy useful exploratory forecasts, the i nterrel ateaness 
of various trends become crucial to forecast accuracy. Ihe examination of 
forecast meihocol og les has demonstrated that ro forecasting task stanas 
alone from all others (Ascher, 1978). For example, demographic forecasts 
are based on economic, technological and social assumptions. Determining 
the component tr encs that provide the background to a forecast and the 
potential magnitude of error for each component are relatively 
straightforward but essential tasks. As well, one must also be concerned 
with choosing the Individual forecasts that will be blended into an overall 
environmental forecast. The American Association of State Colleges and 
Universities recently developed an excellent guide to assist institutions if 
Icng-range plaining (1978). An example using forecast areas that may be of 
particular concern tc long-range planning for higher education, developed by 
John O^man, was included in this plannirg gu*de. These areas of concern 
ccrtriLuting f the overall env i ronmentd I forecast included forecasts of: 
population; governance structures; international affairs; the physical 
rn ironment; energy use and supply; the economy; advances In science ana 
technology; trends in human settlements; trends in the world of wcrk; 
lifestyle charges; and patterns of participation in private anc public 
erterprise. The trenas that are emphasized in an overall environmental 
forecast might differ between states. For rumple, the urbanization trena 
ir huridh settlements may be a driving force in one state and net in another. 
Mthir eacr staters system of higher eaucation is a vast stcre cf expertise 
b rf l a state embarkirg on a policy-impact analysis approach wou I c be expected 
tc aevelrp thorough exploratory forecasts for the state and its subregions. 

iht: fir-.,! twe stages o1 a po h cy- irr pact analyses model, monitor I rg anc 
f cr ►>< -j\ 1 \ r '2, perform the role of organlzirg, structurirg, and articulating 
images cf the future with respect to a particular set of assumptions ana 
I rdlcjtcr The next stage of the model, goal setting, revolves arcana trie 
process if if "fing realistic goals given the information provided ir the 
fir_>t two st'jfj( ,r . ct the model. 'n's stage requires the generation of a 
'^Mr^Llt future, or future:-, in a procedure much like that of forecast! rg 
"ii''j t^e delphi metlod. This process ma^ Involve actors frorr all the p o>w* *r 
Kci ^orct-r nec with the future rt higher tducatlon in a state. The groups 
i'vclved r i'/'t include representatives fron institutional c dm i n i strati c n, 
tfe fdcui nt; f legislature, Governor's Office, Office of the Chief Stcte 
ji "ioc i Officer, rtat( system*', staff, as well as authorities from busmen, 
lr !-'Tr y, or»'2 i'jMh Ir+trest group.-. T K e rottcn^h fcr tlis stage \ i z base . 

*" • '"["^i'K cf l.svir.j a cc ncf pt v f - OesiraM' fuUrewsfh rt^Kct 



to o particular Issue order tc otvelop policies. A deslraMe future ir 
+h i s case car, be defined as one in wMch higher education mair tains a 
n.tarirgfU end accepted role wlthlr the social system. This does net near, 
necessarily, the rc ! c it has today. The centra! characteristic of colleges 
ero universities Ir tr i c country has been charge. This cnara^ter i st i c # we 
car be relatively sure, will not change. 

Tre approocr up tc- tHs point has been straightforward. As we approach 
-Cc'i iGtrirg and then normative forecasting, however, the model becomes more 
fiuic. Ascner M97b) characterizes normative forecasting techniques as^ 
cecisicn m^kir.g procedures in that prujections are developed to assist in 
achieving a giver, set of goals, or tc define what set ot goal? can be 
achieved. In a corporate setting tris would be the domain of top- 1 eve! 
management supported by a strategic planning officer or team cf consultants. 
Fmbodied Ir the po! i cy- in, pact analysis approach is the assumption that a 
number of formal enu I r forma I power loci wlthlr a state set the goals of 
righer education ar d determine what act i ens will be taken in attempt ir.g to 
reach those goals. The key to this particular process Is the inclusion o* 
participants from all the concerned power loci in the identification of 
likely events and Ir reviewing results. In this way It Is hoped a more 
cooperative approach to higher education planning and budgeting can result. 
It is also assumed here that the coming decade will be one of increased 
competition for available funds. This process assumes that those sectors 
which occupy a clear and necessary niche within the state and present their 
case for a share of the available funds In a unified and persuasive manner, 
will receive funds. In the coming decade momentum alone will not assure 
that an agency or Institution receives Its share. Put more bluntly, if the 
various members of the postsecondary community enter the legislative arena 
"at odds," they can be assured of living In a state with an excellent system 
of reads and a well financed system for social services. 

In this stage of the model, then, an exploratory forecasting process 
using quantitative forecasting techniques and some qualitative assessments 
of possible impacting events would be used to develop a view of one or 
several possible future environments. Taking each of these Integrated sets 
of events and conditions and developing a story or "scenario" around them 
has proven a successful aid in grasping what a possible future might be 
like. Providing policy makers with exploratory forecasts and involving them 
ir the generation of future scenarios has also proven successful in 
developing their awareness of future conditions (Mastericn, 1981). 

With an awareness of each probable future c vironm^nt, realistic goals 
can he outlined for each set of possible conditio It woulc be expected, 

under this model, that The disaffection within tr e v -tous powur U:l would 
be ririrr.ized when environmental constraints are recognized. It would be 
r,, ;ed tr-dt the most creative and service ma> irriz ing conf igur ;ti ens wculd 
als' be the result of recocnizirg env i ronnent d constraints. At this point 
a normative forecasting process woulc be used irvolving qualitative 
fcr»«f?vMny techniques such as The delfhi, morphological moticd c ., 
crcrs-lrrp.ic t end trend- irpoc t analysis ana decision tree unit I >«= I 
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.he first three stages of this model serve to Identify specific trercj', 
the events which may effect those trends, and the goals of the organization. 
As such, these steps specify policy options and responses. In the final 
stage estimates are made on how a particular policy may Impact e given trorc 
Through influencing the probability of the occurrence of one or mere 
specified events affecting the trend. As may be noted in Figure 1, there 
ere three ways policies may affect trencs: directly, dlrec.Ty a.ic through 
events, and through events only. 

The Initial task in this st 0 ge, then, is to identify those events which 
noy have positive or negative effects on those trenas or state of cf fairs 
related to organ I zat i ona I goals. For example, If an event adversely affect* 
an existing trend which was beneficial to the organization, then policies 
which would make the event less likely to occur, or which would delay or 
mitigate the effects of the event, should be developed. Conversely, if an 
event has 4 <a effect of enhancing a given state of affairs, or a trenc 
consonant th organizational objectives, policies should be developed which 
woulc increase the probability of the event occurring, and its impact. The 
probable relationships of policies and events may be tracked ir a 
pol Jcy-to-events impact matri>, a matrix which enables the staff to generate 
new estimates of the probabilities and impacts of events modified by the 
policies. These estimates can be calculated on the basis of multiple 
conditional probabilities using Monte Carlo techniques. Most cross-impact 
analysis packages follow this strategy. 

The effect on trends of events that would not be expected with a purel> 
extrapolative forecast can, at this poir", be estimated using probabilistic 
torecastlng techniques such as trend-l mpa:t analysis, in this normative 
forecasting strategy a trend Is extrapolated and then, In a del phi or 
cross-Impact like process, the likely occurrence of an event that would 
irrpact on that trend Is generated. A n estimate of when that event might 
.ccur ancj Its probable impact are also generated and the trend line modified 
with these estimates, The result Is an impacted or "surprise free" 
t ore-cast . 

fhe enu res Lit cf this somewhat conp I e*~~cT£ti v I ty is a pol Icy-lrpdcted 
fcrt,cast for a particular trend given the implementation of specif Im- 
policies designed to a l4 _ + that trend directly, or Indirectly by impacting 
cn evert- which effect the trend. The pel Icy- impacted forecast then, not " 
l ; nl V ir.ee ;.orotfb those features of probabilistic forecasts, but also 
includes estimates cf the inrpact of policies on events effecting the trenc. 

Wr, t r. the selected policies are imp lemon tea, +he process of monitoring 
begins anew, enabling the evaluation of the effectiveness of the policies by 
ccr-ipor ir^ actual impacts with those forecasted. This requires that a data 
base of social/ educat i ona I indicators be updated and maintained Ir order tc 
evaluate n «- tcrecasts and policies and to add new trenos as they are 
identified j: nelrg Important. Implementation of this model also requires 
thaf currert and past events be reevaluate , and that probabilistic 
forfc.i'.ts be undated ir order tc enable goals to be refined ana n>c val l-huj. 
essence, tl- is process allows the higher education community a rr»d> frrum 
place within tf( evclvlnr sc>clal Fnvirorment. 
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Figure 1 . Three Ways Policies impact Trends 
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Tc trcse furMidr with long-rarge flonninj Tec h nicu«', + 
pc i i cy- t nr pact analysis model offers n C tb i r 5 new or start} f? ,v s , ,* 

Ties together current forecasting ano plannircj techniques rr\ pr ^ , : e 
rudel for thei- systematic use in the ;oiicy r^iry proce: c . I r t u( .i, 
similar model? have be:>r postulated. What nra> be unique is tr * aijcr'!,' 
that 1he pel icy- irr.pact analysis model should be < r ut into place c r-u uiu, 
now, for slate level plannlrg and buogeting ir higher ecuta 4 ior. f.'-jru.^, 
we beMeve tr at the data, software, and e^er fecis for fr^itrertir ; it - 
tK.de! art- present Ir pklT ^atts Ir the next sectkr a? r-v^-h r * 
trie model might te Impkfrentec, wsM Le rro^rttc. 

tU.fi .«j , _A_ £ Itf tt L e^ e J ^ I^jXUJ e 

Ir seiectirgc state 1l illustrate hew r| c icy-ir; t u 1 cn-i 7 si: re/ ! 
ri'icht be impienerteo, Florida was choser for ti- ree recsc-nr. First, h.gm-r 
ecucaticn Ir riorlca ie currertly facing an environment similar t L L -rt Ira* 
higher education <r tre rest of the nation will face ir tie 1 v9f r s. vcr L , 
tro stats level political end policy setting process already ls< s 
forecast i rg ano biffdldtion technique:.. Thlru, * K e nPfc Pci-tiocorc^r y 
Education Piar-nirg Conr ; < s i on could provide rr excellent fxij -tr - l 
ongc i rg trc.ee i £ . 

aencgr^uHc prcfilf of the state of Furka ir J fl *; r.rv l 4 t» « 

criaracter i sties tha + the coun+ry as a whe k will have at th< erc^t tie 
decade. Migration of older Americans into Florida has given tre statt a' 
cider over ace age level than tre couniry as a whole an<f, cert on I tar 1 1 > , ^ 
ircwirg percentage of people in rht higher age categories, Nationally • 
percent cno numlir of Americans in higher age groups is rislrg. 
not' ral frocess will give the nation an age profile Ir tre H^C's sin'iar ^v- 
tre one : r-r igraticn has given F'crlda ir 1981. 7he -ot t of dec i i f e ir 
nunLer*. people ir tre traditional school age groups, 5 u \£ year-- clr 
dr d 1? to r*- years ole, will ease nationally Ir. the 1990's. In Fiorica, 
^-migration I reading people in these groups has already trlrinzed 1\ *< 
fffect in t\ u If to 24 year old group ard kept the 5 to U year clc np.-i' 
i r < , r t r i _ I r • , . immigration of Spanish speakirr people tc Flcrica has crfcttc 

irrilar pr.er or.cnc r . « mr.i icr at i c n a».d & higher rl an average rertjjjty r f «tt 
w 11 mo^e Hispanic Antrkans tr* largest rr.inoritv group ir tre nation ,:t 
- ,ifr,J ^; rt ir tr.e re-xt t wr , decades. I r ' n^cr, of Florida + f is a|r f £i(> • 
■-eai ity. 

A ' +r -'^^ r ' H r eccot 1 ng ecorc^lc trer-us Leyono a year or t*c r : tWtt,\.,|t # 
r.t st economic and busirefs forecasters agree that The services cno tr^cc o f 
r> ch technology industries will se the high growtl Industries tf * l 1 -^' 1 *. 
nationally. Florida's urbar. growth anu four ism have alreacv ,rade tr*^ 
services aro trade industries the largest efnrio>.rs In the state. FKwi^i 
rankec fourth, nationally, |r tr 3 number of new jobs ( 1 10, 0001" cr eoted by 
new mar.uf oc + ^r irg Industrie- belween uno Man> cf tr wtr* r 

technology iroustries, Ir 1 ^80 , 447 row * Mistrial Llar.ts or 0 $i. p;.r« 
expnrisf.ss (.n-vide*: t» r ever ?0,000 run ^ot- . 1+ would s»*err -/ , ?♦ e 
er p I eyrr.rr r 2 r »d ect»r t ^i{ profile o' F k-r ; ca ir !'..81 is sin'i'f'r t' w ! * 
-^pt'Ctea tf e r^rjcf^jl LrufiU u Ioch like ir iro early 

f 1 v„»" 1 sj 1 . ;('[ Jitur t! r u f v >rur ? ? ; r _ ♦ , i t i * r t - i r I > b« »** c 1 r ■ ^ , ^ 
t h e r .jt,on tJ J rr. f.'u fof*\. ( :.^ i'.t tr * * f - 't »u. ^t^iJ * f M 
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n-Kv, . s a { ^c (.cr- iCerrC, tre state's r-.eus ir*,, ratural rcis^rM 
tr ar spcr'e 1 i on, recreeticn, ana health ar d wel tare profile a ! s^ hr r - 
*. tr i K i r g s ■ r i I cr it y tc the St forecast for T \ e rj f , en as a wr c I € i r tr t r ; r : , 
I^OG's, it is net cut of line 1c ccrsicer t,-at higher ecucat tC n ir rhi lea 
,, facing Ir tre 1980's the realities that rroM c* the rest -f tr e ^_tj C n 
»<ll cegir tc face at the eno cf trie decade* Fror cur pe^r ^ + vie*, 
M; r kd wcuic provide an excellent opporfunit/ ficic test tr * 
c • f cy-irrp.dCt ana I y s i s mcde I in ar env i rormer r tr^t is alr*^- 7 .-ir^t.^ 
+ r ci + M-_her vcLCdtU'f' 1 review it- tent ti ens one priorities. 

r"*ol i t i ca M , , as *cM, tie Flcrica cr \ i r^r.r.ert seen, c^ruc <vt T <- * 
^. J :cy-irrt'X t a~aiysis approach. The , Icri'Ja Pt t ttecorca-y Fducatun 
•Janr-irs; Commission came fntc bt/ing Ir the lost year anc It r >,*s pons i h I f < ' 

I arri! r j for oil cf postsecc ncary education. This cemm i ss i c r cr vj ^/ ( t: * 
str^rs; Ocic K i r j of the Governor, the Conm I ss i oner M fc Cuca* i on, ano ic 41 
ru cf ire legislature, and provides the kird cf focus tr at tM- 

pc ! icy- Impac J* analysis, process should have. As wen, over tr e la-.-t d^:act, 
tr e u se cf computer ! zed simulation and forecasting models with i r tU pr^cr: 
p(litica! regotla+ion have proliferated ir Her Ida, Among the 
ofcssicnal staff that support the state UvH process M is M1 Hot 
tcreca: tiny and simulation model? have cone intc wide use ir Ficrica teceus* 
j tr e advantages tney provide. Primary aweng these acventag* s is fhat they 
east commun i cat i on. it is felt that when each of the actors, or gruips, 
rrat approach an issue Ir tre poS ; ticat process do so will Their a' : umpf it r '- 
< ca^a I did o 1 /, cornrr.^r i cot i c n ar.o eerier i se become easier. 

^c?ts.'(cnuc:ry Fducatjcn Manrirg Comris_.cn is rt? cprticl* fcr 
dm Jof Irj a state higher ecucation master plan by 1982 . Ihis mazier p!c r 
is Dt-ir.j conceived of in four parts. First, a detailed profile ot tht; 
currer* -tatLS of postsecondary education ir the state will be (Jew I opto - 
Second, an assessment cf trie cur*en+ strengths ana weaknesses cf higher 
ceuCd^ion ir Florida with an analysis of the current adequacy cf access, 
ouality ar.d efficiency cf programs ano Institutions w' I be rade. Ihrd, 
tre postseconoar w education needs of the state +o the _ar 7000 will be 
rrojectea review fry forecasts of changes expected »r tre state 1 * popule+icr.. 
ecurorny and empl oyrr.ent patterns. Fourth, and f ast, a plan of 1 on will 
;r-.posec with sfeclfic recommendations aimed ot improving thf et> cercy 
effectiveness c f prug-'dn-s and institutions ano piuvi-jirg for ar ^jo i r . 
;irtrMr.j ar.d evaluation proce + hat includes full citizen \r / er-« r t . i* 
is tre l€vH of the tlliu and fourth partL of this no* master ;>h-.r 
Y . iht*r education ir Ficrica that e clear fc^ous for i m p i em*, m i ng a 
pe ; ic/- impac t andlysis process is fount,, Fach of tre four stages t * ^ r 
pel i c y - i n- pcic + analysis model *Ui be presented beic-w ccr«pc#r.i f * 

avaMdhie ir Fis-rida irserttd irtc each stage along with pr«»p^vcl 
a : t « v i 1 1 e i> . 
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A^. ru.tt(5 earlier, the nuf'itorirg stoge Lcn'i^Tv ^ t ^o f -r r . c " jr 
tv-r study, selecting appropriate Irdicator-. cf those i-sue^ cf ccneirr 
aeveloping a data base that include-, those irdicatcrs* If essence, 
componorts for tr is stage of trie mode 1 have boon evcUir i r r i cr i o< * 
t^ft last 'jeccde. The Florida r^pariment cf t ducat i or. 1 s ( ' T f [ <■ it ^ff-- 
Pu,rrS,.j und Mfjr.uger.t r t I r K-rrr-jt ; fJ n Gysti-m* f oi, c in.' 1( ;i , z »r o- 



"* r e f u 1 1 r e c * t (j uc d 1 i ' r - : r F I or i c a , I pc 1 - d r r y higher erj u c a t ! c n . !" r . c , 
% tike's f - + d Tt has worhec *ith a numLvr .f university facuMy wink r- « 
state a^aiyjky anc Identity kg trends -na issues. Several <;iate-w ce 
r errerGrcc'j wfere Irenes were reviewed 3ra issuer identified have also he?r 
spon scree I r recent years Ly "He Florida Department cf Faucoiicn. fic uii, 
tf e C-cverror's Office cf Flanm^g and Budgeting Is currently preparing a 
stdle-^ke du^IcO fcr the 1 9 80 1 s i Gent \ f y I r.-j k- sues arc t»~erus w 1 tr da^-j 
^rcv»je*i ty t'.t- u-no^ sta^e agencies, 

Basically, Fiorica [ s a data rich state hcviry committed tc stolt-vno 
f*r pi ry earlv Ir s iy7c f s anu set up mechanisms for gathering end 
a r alyz» r ; data : r ^ n UPL o r c.f areas. Most of this data is recognized . ' 
amen, tr e best /t*i »dDU state-wide data in tre country, Ttie Institute fcr 
r -cctci Pustarcf fit tr,<? Flcrlca S+ate University and Eureeu of Economic one 
Ps:kes. Researc at rr,-- University of Florica are a I so /ecogn t zed for trek 
fcfccslt* cf uemo^rarh c and economic information anc expertise, and provide 
LLpf-or* *l tr e statt agencies In issue I dent i f i cat i cn and data collection, 
*k T r i f t- r visk 0+ CcnnunMy Colleges anu State University Syster makta r 
^cell^rt fiscal, rachitics, student, and personnel cata with com pa rat u 
r *-stcrkal ca + a available for each I r stl tut i on. The State-v»ice Common 
C<.irs? Nurter»rj Sysler provides the mcst thorough nonenc i a r w r e fcr 

• o r + i t y • ry t-t* ccrt^^t cf course offerings av-_ :, _^ie In tr e ccuntr,, 

f * r ~ t rt rt'te-r^tec this poirt that the monitor irg stage ^ e' * t 
i_r-t.tr:': ir a I 1 rear fashion i\ rough issue » cent i f I cat! en, indicator 
- 1 (o!cn dffl data base deve ' opment J Though 'ssues, or areas of nuLii- 
soncerr , rest often arise cut cf some perceived need ir a state, the 
cvaMcL.e datfj k often usee to generate some Indication of a need r a 
'^tua^cn trai rust he r hanged. Once an issue is identified, the . . + ;= ' 
;roceoc ir scce linear fashion tr rougn indicator selection anu the 
--•-Mj : . * t i c r - cr sevt ! oprru-r.t cf a data base, In tMs light, It can ^- seer 
*r-t ti-f. :tan level ksue I denti f f oaf i on ano cata bo so devfiop^ert rtt;.r*. 

* 41 * j ' t * t < , ».:a'> >r F | -,r I :a ^^ye provided a r :^n «jr«j p.?. i i; ^ * r to'^ r 4 

* r r - s r * . 1 c f « r- li ar n i r ^ c r d ara I y s * s • 

- j * r , p;*vf er 7 \.w jm1 c 1 f -st^t*- r#'j|ondi etfor^i car- rr* v 
- . ' » * 1 F cj 5 • ^ r r e . f c r < r s ue ar j 1 rd I ca « cr [ cen t- j f , r a f i or . ^ eg I ona 1 
: :'f"' r g ::rf < r- -h'-v ir-j a> a ftK"S L fc>r city and county planners f - 
rt rrrnf.. t r + r r - i cei M f ic a f I <.iri cf social, econor«Ic a^s 40c»p h >*i ^ 

• c h.j sr" 1 r *# r 1 1 sr. ir Firrlca. In r ej»r t year^ tne higher eouc .j + 1 ' 



- r 1 



•.^^^'t 'i f r * 1" <_ 4 r eu: t F I < r i de r due a 1 5 ona i C omm i s s I ^-n i cr 1 :- cs r 

t t.'. r j r i *°r' ; !it'r ^ r c + W( (. ' the la r ^.e ,+ CC'H^snity cello;*: i r "T r • 

"er • •_ a 1 , Ot-jr-m*" an* "^M'.r^! C a u r e ' r» p | ; r;j A ? «. r • * 

' *. r -» r *_ » *. . r 1 . «■ i 1 ^- * I . r * ' c * ' v «f 1 c ' H" * j '»•'. 1 . f i * *' 1 1 . ♦ r 1 r • 
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Saw r a(lj ;r f 



^tcr-rcir -j ry {' i^;ci(i . ^■^rat r<.-*fA\r< J Df- r ef!t to ct-tt, aen-an 



jHu TP a 



nt tfft pc'^-^U -irtr;<. fcrccost:. CfwItHO, Tr t f j or i Cb IV^rtmt ^ 



r- , C * , . f v ;ru- ( - J i model: of tr y stole dfi rarlcr^i econon*, . A 

r ,rtf ' r f 4 oscurr * f c f' e j cr;.' rHc-hins* fs Uf-tv^f cr. variable* Thai et to* + . 
tdtf- K-.r(r, csrf- ■«■«<. i* t-,*cr .-f +t ps* n^jHs On*-.- ecc n cmtjir ' c nc'c-: - c * « 
tr t- Mcr i:o i ^ :^i,-t-,r* , *cr t^;u, seme: tcr If 0 :.irrul tanc-cus: 
^ * r - p< - • ' vH ^ '_ H , r t rur if or.f a >*:cr. tl.t- forrcfti pr „!cf_ : 

; r -,tv r* !£ii, civ acci.r nTf , 'r ccur=*, cvtr 1 mj +.* * 



, 1 



d I n«;< r t ( r r t or r< t - 



S 1 T , ' 



1 i r t t r , 



f - r ' - r 0 . _ J -' + '^ f * 1 : -r r *" Ti , »? 4 Ttf J t » r « 3 tc i f N ;r - r e 



* * , " r * - K ' , '* r ^ rt i * i r. " a r fj ' j 4 i ^ j l r."* 1 * ,_ . *" c c r < , t * r r ... ' c 



f Ci >i1 i r r-u_ c.r ' 



r r < ; . f K r : 
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v.J » ncroocrro" t if 1 a^r ' u I 1ur c? I c?r«« C b la't^c* ^t- r* if irwi'td, 

* ' \ f rorrr/r^cl ar-j I t - nd data *r -.» i_- "urtr/, Morjlr.ij tri: Irft-r^.- 1 ' f 

5 rtc a fcrt^cd^t w»n economic aia, demographic I r iorm c 1 i en r^uirer H:." 
v^al itrilive for Kc:: + i r ij technlcue:: Ire efrrlc/ec. Mer^ir'j various ckpafc^e 
f:.re- rt^ rt-qut*tt tfat ior.^ cvtrdl I rr^ot I U tlo I r terr 1 1 . +ionc* • p a r c 
i^locT c< variou* ar «*c s Oe developed, f-erierdi :vttfr: + hc<cry provide^ : 
*ell oevei opes not Ur ■ ic l cc^[ U>> nade! tullGity. c evera! roco( ,f i**c 
r ^earcUf: ir tfii ar ea car bp Hufo or F I or ica University canpus»fs. • '"t^. 
r- rt't I of Up i ' ■ ■ ■ re I at i en sU p of forecast areas *s developed, ir-paci 
^oirtb d> i! tr-ir nagrsHudfe car ct j est i mate-', ucif") analysis str atecjles *r at 
relv ^ r opIMor, sucr as cuis- impact enc* I > => i £ or trer c- I ^pa' t 

oralysls. 1 r *. result- en La uSt ir developing a cor«pr friers i ve * + c^ 
Krcca t. ho+r cross arc tr oro- ! r poc t analysis eorputcr p^o.ajp: a r * 



Mr! 



Flcrida f epartrritirt c f ^cucaticn, 



At tJ-'s iv. "» rhe torr^u^i - T ^j ( (i*t-r + 1 joa i l ' r ii r j ^ r r - 

r..-i;._, analyst ano Ifrplertntel i tr., tor ire future just ac:rM hopper, uf 
+ !C';s help shape- 11. Though d -_r«t deal cf preparation <r ^ *< r «■ -jc 

d'jec^Ldtfc forcca:1iro :t rcicJrs, ir o^f-nce, a pdSSivf st^tt, it ; *, 
- i .r 1, re of these forecasts ir settjr.j -;co; r - a r -c i rp let* t r r i r\- poke'*' 

.^J-^e J_iJj_ kywi, *JtVlJiLV~ ill- f-Ji.; J-wjJ 

Op t: ir.i poirt a mechar i li* r seer iugge;-t^o for .-r o^n ! z i ' «j » 
sfut + ur inj aevclop Ir.y i mac es ,t F i c ^ i «:a 1 s future. The prcrUt 
,r kg thi-. steye ^ tha** planning for flgher ooucation require* that *e 

a f eo j f Cf wf-e^e r :1ait db a whole Is qcirg. The r cal &t»t1jrg siege 
r^qijire?, t'-er t trai we; U) attempt to deter. -une tre sccic.l rr i I eu withir 
^,c^ higher education wM| function; (?) and determine a viable rt.le for 
richer eCuCdiion ir tr at fHleu. Here^ ernbocled ir the pc 1 I c\- 1 rr.pact 
orjlv l j» c - apprcaor, l = tr o sunpt i cr. t h at a nurrtor of for rial ano lrforr-i 
- JH r U<i *ithir a ilal^ s^t the 50ft 1 1 *. f ^-fjlt^^ eOucattcn. prevkusly 
ci'/. /.^c, tro kc> a^ tni c p^rticuk.r L^fa^t Is Illusion L f i^-rt » c ! par 1 = 
I trt :» •'•cr^^c power I in review I ry fo^^ca^ti of pos r i t If f 1 -^ 1 



r ^ 



f f r t ; , ntr £ _ r { . ( a ' ' _ r 1 J i c.ce i r tr * f :.t ; 



r i 



. fll ,j- » r , ^ . , - . f kf + = r w? : ''h vvf *er t (f o'lnlza^ ion +< f.«» # c t c f 

-.r* r trc pr!.;,:, ["rtlr^^ * f 1 way ooal f _ ^ ret e sfccitj rt ^ 
:r<<£' ,rh/- r ii« -Jen [.tdurcr-h:, ir 19^7 tr-e Mc«rlca S T ate E*''o^0 
r-jiiCdtior- saw n f '- ic/f at * enter j period of l nprecedenteo oruwt! ar L 
lupri r t. Tr-af your 4 r ev adopted tie. C ^mur 11 y Ccllege Council's piar t' 
provide pc:,i«h ; -h s.-he-.l cdu'Ca 4 i c no I oppc tunilies wUhk <xr.»mu1 i r\j dh.tafK* 
^ rjo per.^rt if *h } P 't;a e h population. I I « r^e-nt i r.rj tr Is gcal cv#-r it fc 

. - .j i-VcaoP r a I * rt*quirn' ' fJ,rj < ? trie iar^er ou^^nlrej bjllcl r j 

iH^u tro :iaN r>M> f r t mj ,< -a capital cutloy arid a c orr^i" 1 rr« M ot 

- 1 < ♦ » rov,^ j . r i r 1 1 t r * 1 1 t r t * , C t r t a { r i y 1 1 t i e ' af p I e ^ « J 1 s u t • > 1 1 
+ ► »1 ,_j » . ^ ♦ * i r - r t _ ! - * I * "M f 5 jM 1 y ar- ! * c u 1 0 1 t ' -ad t m-c d 



Ce^ pf.K.tsLfO ir FkrUa. At sevtro! fc^ts over ir t; last t*c 
*-r t (v "bice r«tbor M comr i ss Ions h«vc Letr cK.jf-.joc with ^atf tr i r.f; c * 1 i r 
r put s-Hirg 150a I; for higher education ir tr e stale. In 1981 i1 wo. i c 
eer fcs.it It + c I c or it ^ wcr ^ cf these past efforts and implerrtnT an 
n',c» r j M^nrM j C<CJ ! netting precox win full (il!zen f rvel veme^t ana 
■* *- \\ e-c.r+ tr,r ccast j n:j and analytic + tchn i cues.. The ruwly fcrned 

Sirica ",,t4(.inui r ', EoiiCa+ion Planning Conrr.issioa (PEK) provides the 

7, " Cj * Jf - n j<-' r 'j planning and goal seMmg precede shcuic havt. 

k -„ f orecart ir y c-i C tiPulcTion capabilities available i r. the stale wculc 
! K* + K> f "MM tc prepare compr ehcr si ve stote forecasts and relate 
' ( ' * * h * *• r •?cuc5t;ci >jcal? a r d objectives. 

Af t • ■ w tr (c ^ruce,s: might worh car- easily be '^a^red ^s 

** " '-*-' r T * - r - :r<^ec + ed economic characteristics cf South HoMca. 
' ' ^ l u ^r..;ro r«j population ir South H erica nai growr tr GPt*ncc*uS I ) Ir 
' ^---t t*o decace.. tVer one third of the people : r tM s region art 

- r f '<'^ r w. w'M, M 1 arr 1 end T ar^ t i are tracer I r<j centers Kr Ici^lrj 
r J + " ,J * tr 'ertr«ji -:rc L a1 « r Arer'ca. T^t rc-: 'cr t*t at is Ir - : ca!leo 
r **r- . : . f ',l KiC^irr berenirg critical ir tr[c | tr e p-ost popu :ss pa^ 
* * r ir rif.tr words, n<ar> Soul r Fieri Clans need a worMr^ 
r ;*n l *f , ' J «- if ^ r 'h-, a- d a' uncer stand 1 rn cf Central ana Latin ku'^ 
"i'tics, o'._,r op / # ecorornfes ard cohere to conduct their besiross 

f ^ ,r = f '. Mi M *po r * K(r 'r^c JC + :r- "Jth Cer t^al enc L at I ^ A^-^-.a - 
. c : r( »r :r . ?r f rr'Ai'j.r-j services for forfigri visitors ras beccne bi^ bSMrerf 
r Cf - p orica. ^uniber of ! n+ernat i c na I vlsl^cri rr or c tf ar tripled 

r . " * * <' 1 ar.u accc.'j n 1»c f^r 2 J miliicr- a^ivsi^ ir, '^bf., Ir 
: f - f f » rf - v»r f ^ jf dittr a-c or!e n + cticn of **r,e rcsi fopulcus, ^;;Mai 
. *c r*v€:-< p re CfC I r g s ar t 1 -t * t- sta^r . c^i^jr 

" f ' i t lJ * ' V t</F( ;'. + (a^LOr-j +ie C^O'l of tr 1 5 , • a t , 

" + ' lo f c -.-<ijr ar^ati c inpiicd+icns f c-r focher ec uc - on. 
w ' fr '- ^ r n r > l -\> rfcorrs rc br lc^ due tc + r e ^/i, ; osi c t cf irowltu' e 

- /.(^r.r^ + L f; r rj r;r rrc,+ , ^ u +j r Ra | ce , orfp , r , + ^ a j i rr : t c c 

* < -' ' ,f V pO*- : tiC" r , ?c!-' r (j - fdr*KuiL" M c"_ . ' J^t I r t , t j t i . n f s 

' ' 1 ■ - '-O^^^'t fc-cus cn Cur'f nr^ ar-c+r er c' tfsijr^ icar^ir-, 

f ^cry ior f j^i ,-ir^ an("rjl LJbj^os. A ^orfca:-t sKc »% U ^ Fieri cic- 

f, n" ; ' ^: r : r + e r r c * i c ru I cer t e r * c r „ 5 s d o r Ce r- 1 r 3 ; r.n rj [_ at i r ► r : ' a 1 ' f ' 

■ * ^ c ' - *^r aiaderrlc pro^ra^^ ; - +' I ;^rt r_f tr e ,tei*-. t *- c f t-- 

r , „ *_ r -_- 1 1 i es ^ r e- ret i r ' , . f » F i cr • • a, h L w \ e r ♦ A rr 

> * r ir+^rn^ + i; .... i T^;*t : t< rt j tf( tr.-;^ 

- , i' 
* *■ ■ * 

r , T jl T r 'j' ' v ■ r _ i f i ' , .- j r- f tj » j T ^ } f ' » r f f 1 , ' 1 * , f 1 

: ' f ' * ' * • '1*. ' ! '.*T."'. tt_T U' Tc^O . If tr f jr H Or,1iL r jl 

* r ' t ,» , , r ' t * .3 I f : +t : + u^^ ' f\',r C]r | f Wf - ; , r * ' r j p it r j , 

" * * 4 . " 4 - f 1.' . r h ^ > ( ' ,*f : z r , r - ? r « c ' -.ar I ! ? ^ ■ r , 4 . 
* " •'' * • ; * r-- 1 ; 4 ' • » r , • 4 . » , . 
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highlights tre t i rr e ! > ertrgtrc it o t(*o.- f r tH cjiJr-j p: c uT. ifj «. 
evaluation process provided by t* ^ F c -tsect *vjer ^ faultier Hannirg 
Commission Using a comprcn* r el ve sto^e forecast as the ba^ls for .j 

r.iist function, r U'C 
f t r to i gher 
ar r 3 1 ) s i i v Li; I u li LHC to 
!uttO ji c attriru f f-. <f t» e fcft^o' ttO Stctt 



discussion of tre erv ' runnent in which higher eec'Ccitic 
cou I cJ stimulc+e a sta^t-wice die jogue - r> c 
ecucation. Techniques such tJ - cr < 'r»^ t ^ 
jiscern wher* j ^ t aid!'; 



c + i vo'j cna jc a I 



».;r \ i ror»n€ nt r:r t f d? s u 
f a* The gc -j I » 1 f ; r e r ,_« u L r 
t r » f t ss i onij ! ^ri. rcf . i r . r 



i Tf 



mi 
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r ? t; - gh«r f,U'.-'! , -. r ' ctr«ruP : 1v ^ge?'t-r w ; ?r ct ret n.t J citizens rl^ht set as 

. jOc: ! Tl c r^c'^ic'' it ser>Te<- t T tX«.fc I i fcH' t- :l I r tt-;f f«dt K.n<i I I cfc , 

1 I rao j s+ i cs, ! r+ er r, u ti c nal cndles, i r N r nut » ^ r 'j I ct cr-or Jcb, and bushd 
uOr 5 r ' st r at ; L r : 'r S< jtr Flc^ca I r s+ i t ut i ^ "*.s tf Mgntr ccucc*'on. A 
:oroonitant goal r«ght to ts cm a+e cer ter„ if i^ccl knto ir otl er areas rot 
relc + eu + c i r»*cr not i ontj I to^f n : but equally vital to The state's well 
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[art c ( tre state, it progr^-mat i o joals -<;cr tl'ese "were set, a oca! tt 
ut- . t I r y & ro r ' ui I nt T c r J vt r !i:iot rf ^ e^ f or I s r f t»r pr o^r dr. s es St nt i a I 1 c 
tre stdte nie.hr to stt e , well, \ he uti|«r> of onoerstanc I ry constroints 
circ c ppor + u r i ! 1 i e: r.f : cr + . tre Ujislotive orotess i« trat e longer, r.or r ir 
-f • o -j | s'" s , j " "=*f c fi ^r/'^?^', Iht I eg 1 s I attr^ rr.uct act on all erees the 
sta*« sc-rytv a or t i»jr!'^« c? ti^u, I? 1 ar i f-of i f-y I ^ tun-plt> scciet) 
:t Is Incunlert u r< thsse responsible' for f and corcernec with, ^ given area 
*s .^Cobi, cc%rcr I se, c^uc brfrg \«t I i reasoned goal statements to the 
.egislcjtlve arero. T he Postsecondar y Education Pkirrirg Commission usiry 
^" r e ."'v'ailabie exploratcry and ncrrative forecast ion techniques wou 1 0 provide 
*or ro.tt tr^ativr ar-u service f*.a> i r i z i ng goa I c to be .:evelopec. 

Po ! ■ c • es I i r g i r st i 1 ut I r na I act i v i t y are tht- r ear s vi r or otv gt a \ 
:*',.S- :jr f reac^ej. ir devtloplrg policies tc r<dch ^ ji ytr gcai it i . 
[.crrr^'j^t tr a 4 the ». n^clrg a^o evciving nature cf society be reco;r ;2^c, 
p cl'ci(-s ' t gu I ce jC forr- one spot we ore -tenoirg c* anotr . 
^'j" l O'r, poirCJe: „r( usee + u bene t^u rrovi r g str*cf" trot <s s« f tty ore "»v» 
't a f.^v» C(u r st. lo t.;,||( W tre or a Ice/ f^nter, wher s^'tirg po'icy *i 
slci ly work ! ■ ko ! eOv^rs, one l^g at a + nT>t i , Fev. of ts, r^o ft * c* 
r f r ' I st r ^; - r«.: , arc u j^*o^ ed r t^ / i eq., . pntr.-t , 

Trt 'r.'liul tcJi> ; r thi_ s^cj^, ,rs pre\!r._ M nrt_-r.T j rif ta , «s lt_e'tif^ 
.^t e-tf'tc ^«mo, oculo huv* positive cr r«cga + ive effects o r + fost troc^ 
^ sta^e ( f aMoifs rej^ + e-j to 're gc^il-. st*t. If th^ currert exa^plt, 
set^irg perr jf<er«* ennte-rs rf e>coj I eriCt- righl rec^u-r^ H ot u*w foi icle_ rcr 
p r e g r dr. a p pr u v a i an e r * ■ y U„ w L ^ odo p 1 1 G . T r , t r ac 1 1 1 c na I f arc 1 u :•» t a I j > 
; racual, n-etr.s sf bu'i d«r; on r^oelUnr aco'ionlc i-r;.' r.r nt rot r ^ 4 1Ic<* 
jiven tre acce ! er^r \ ng r.^fds t th*> ico^hern regh" t r * . t^t, ^Ot. u r e' 
s* prograr perf urr<.ino'* f ctrcr t"'3 r j. .iL M -:d 4 i ens ar.( -*. w Ur. f ro..<r:>o f 
" . # ht te r„0::Mf / fir t . A > w* I i p pc 1 j ; gt . t r r J r.i f r ( f i.fis r '] • f 
;rogr c rs pigh * rave t v r j ^J. r r * r t j Y # f r v r t /*, . rjf + t i nf,ed <r tf» 

I n ^ 1 S o* S t fe (it r t or, * . 1 1 r i 1 r s ■ >r * r , 4 1 i 0 ♦ ^ ** *.*wr< r l i r ' ' > » ^Lt. t }<■ r * 
- 1 \ ' > i t ' t i !' . r t , * _< , ' 4 - j i.r * ( ' o mmo • • * 
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Do.(.C' 1 i " j have c criu tne fundi for Gutstancirg Svtc'ars. Creating, ir a 
shert tinr.e, an excellent program i r. ! rternot i ona f law, for exarpit, would 
require c larger tf an usual allocation of funcs. Policies govern irg such 
special allocations wculd have to be developed. Perhaps fundirg by studert 
seresttr rourb ecu la be !r*t behind altogether ana some rrethoc for 
prtgr amrr.at j c fundirg developed. It might also be expected that sue*"- 
dec! c Ions 1c supper* ano develop programs would hove to be mode Ir a r 
f-nv i ronronT cf italic or decreasing revenues. In that case it rrlght be 
recessary tc develop policies to govern the recuc^icn of prog r>r s decree 
I * s s e s e n t i a I . 

I r :-x I tc* i r cj a? d i rrp ! ttrent irg po 1 i c t es most sens i 1 i ve groi no i s 
-rossec It is at this point that people expedience the effects of 1- is 
pc! icy development process. A progressive, inclusive, ano democratic 
plc.rrirg process is fine, as long as one's department is not reduced, 
s nnece: sury ar d inadvertent negative effects mighn Le avoided by generator.- 
;ol ;c/-t^cvcr'+ impact rratrices, but In the cbmlrg decade it is likely tf at 
cans of the higher education conrrunily will find events ano policies 
t.npl f acant. Hopefully, tr e full pel Icy- irr.pact analysis process, inducer- 
all tnose ' orcern* d, and usirg the best available +echrlcues to assess 
^ r v \ ronrer + al ccnstralrts and policy opticas, will pr^vice for ~he leas* 
.rc/ + cf relative c i rcurstdnce^. 

S urinary 

!* rotcc that the forecasting processes describe' 1 rer»„, 

r -j- - . c u * ct i y tr e • » _ obabi I i st 1 c forecasting methoos sul^ as cros s- inruacl 
:r fts } y -- ; s f r c we bt-en er ployed only withir tre last cecadi c-r .--o, arc hov* 
>j„ r u:^<: frirr<jri|'' :r busiress and irdustry, win mixed results. T h e 
•ffir.d'-/ . f frese tec^nlquGL- is dependent udct, tre axiilty tc ( 1) identify 
''"o.f >_,*_ r rs *t>ch na^ affect c trend d i r ec t i y cr i roi recti y, (I* accurate!- 

: ^ ^ • t w tcti probabilities to these events, a r \ f l) oes i ;n arc cb+alr , 
'. ! \t jf , /-j, 1 Jr.ta L«"f! e .,f soc i c i /ecaca: i o.'.a I iru'ca+crs. The ffficac. 
. * v t - ¥ 1 /- !r % :Ct ano i ys Is ^odt i is dep* noei t, - + t* is stag/ , j .pcr. 

' T . r c " hf r iC " . c n r_ 4 f( j.r ntd*i * f*s cf t f e \/. . r >ui i s we r 5 ^<-~ ! * ' 



f ' , t : r t- esc r e^u i rer c r > t- # ro r d i r t c^s, a r ;-J i i ^ 1 H 
c f - \ r ; id a r a i 1 s J s rode I l se s tie t tc h r c I l.-^ y ._ v a I ab : e i r 'cr.ty^f^r ( 

f : *'ffu- -r c jr approach wf ich provides policy n^er' rcre relicb^ 
r ^ _ * i _ r jCv..t po ,r ,c<if' futures, an.j e r cc f ~rac j the use ^f that 
r-.-+i;' tier if f j ^c^rc- deilrat.it U\re. T»ve r . tu- c'.aMerges f L ^< 
•tr ecs.^^ior ^ + * ' '"Ignties, scooters r : r,'j pol Icy-^w-ers ir tre r««^re 
,d + 'Or t r 1/ ar^ advisee + l e^ifcr* tf'[ a^cr_ 4 tr Jrlirr, ar 
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r' I oor i ng, Contr o i and Met i vat i cn Lysremi 
A Conceptual Framework 



Many colleges and universities, unuer tI o cua! tr rcets of funding 
constraints and enrollment declines, have started formal planning procedures. 
These procedures, however, i.ave lost some of their financial effectiveness ana 
much of their organizational support because the interrelationships between the 
different levels of planning, control and motivation have never beer clearly 
defined. Planning, control and motivation within a productive organization are 
^ot separate entities, but overlapping systems: 



planning 
system 



control 
system 



strategic planning 
(method of competition; 



program planning 
(allocation of resources) 



budgetary p, 
(projection 



ann ing 

of 



operational accounting 
(recording of performance) 



envi ronmental assumpt ions 
organizational resources 
managerial intentions 
strategic alternatives 

net present value 
internal rate of return 
cost benefit analysis 
comparative position 

revenue forecasts 
expense estimations 
numerical measures 
descriptive standards 

cost accumulation systems 
cost allocation systems 
responsibility centers 
transfer prices/shared costs 



~ot i vat ^on 
s /stem 



comparative evaluation 
( ana 1 ys is of variances ) 



organ zat Tonal response 
(design of incentives \ 



mdiv dual response 
(actions & decisions- 



organizational control 
program control 
management control 
operational control 

perceptual response 
financial response 
positional response 
personal response 

persona 1 i nf 1 uence 
interpersonal i nf 1 uence 
social influence 
cjI tjral mf 1 uerre 



f.ui leges and 



universities do nut riot c + he ~Tr I n.jt-nt control: jno f inane, u* I 
sneer-fives of buriness organ i zai I ens, yet They do have to rec_o'jn ; ze that tru- 
e-valuation of performance and the motivation: of groups anc individual? are both 
a natural conGfquer.ee and an fnherer,1 probierr ir the [iannir^; process. Mdnnmr,, 
control ard rotivation procedure' mutt be consistent c t Uvcl' cf < r < ^od-r if 

i r st i t u t i c n ; 1 1 o ov * r I a p p i ru) o y s T em t r *r o*cr *< will * I r t r. ^r *_ » , f « r h < 
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Cur » s+e'.c s . Trii, paper will discuss each tt the 
i r+er r fj; at ions! ips or overlaps. 



systems, anu show tre 



Plenrirg fc-s been defined as the proc* of anti cheating the future 
eloquences of current act i ens and decis.ons [T. Hlanmrg involves 
consideration of the future, but it is not limited to forecasting approaching 
events or corMrg opportunities anu problems; instead, it requires estimating the 
eventual cutcone of a cause and etiact chain stretching into tne f i ture, with 
interrelated causes and stochastic effects, where trie relationships and 
probabilities are highly uncertair ana sometimes even unknown. Planning of this 
nature is a complex innovative process that is directed towards producing a 
desirable future state for an organization. There are three levels of planning 
which, m a b-. siress firm, determine the product-market positions, the resource 
allocations and the revenue/expense projections; within an academic institution 
the levels remain the sane, but the content changes to reflect the non-f i r anc i £ I 
orientation. T r ese levels are str?ite< ,: c planning, program planning and budgetary 
p I ann i ng • 

Strategi c plann t n g is the level of planning that is concerned with the 
design of the long-tern rethoa or competition tor 3 business firm, or the 
long-term concept cf service 'or a Governmental, educational or medical 
organization [2J. Ire irputs intc tne strategic planning process are the 
env i ronr^nta I characteristics and trends which result in specific opportunities 
and risks, the organizational assets ana skills which provide explicit strergf-is 
and weaknesses, the manager i a I /prof ess i ona J intentions which are the values and 
attitudes cf the member-? cf tre organization, and the range of strategic 
alternatives open tr the firm or service institution. The strategic decision, or 
the selection of 'tr.e netr oc of competition or concept cf service to bo followed 
dv the organization, appears tc * «-t<;hc; that is, to be mace once, and then 
Implemented Sy tre structure org *s jeiiqn, In reality, all of the input 

t artors — + r,e i r bt i t u f I ona I r _ _ r * or mance , manager u \ /ot of ess i ona I i ntent i ens , 
environmental characteristics and organizational resources — are continually 
c h ar.gipQ, and the strategic decision must be continually reviewed and corrected. 
TMs corti n ual review and, when needed, correction, requires a formal procedure, 
or svster, rs h/.us attention on the c -* changes, and on the future opportunities 
anc r jsks. in ~*r<r organizations, materiel attention is focuseo on immediate 
pr'-Hrms, r -ot t^+uro possibilities. I ho essential purpose of strategic planning 
is ts o*p* 1 >*r tu+i rt , a'nj prepare tor It; numerous examples can be cited cf 

l'i iTt>-\ t ; r--_ -r ( p-p orgar izat, on- t[ ^ rave failed to uc this. 

i 1 ' i .r ^ ,\ r>- for strategic plcnriirq differ depending upon ^e -.i/* 

fjrf «; > \f r • ' ty ( * t»-f» r r-,: n 1 1 \ t \ on . A small c<jmpor,\ , with a singly product cr 
procucr l. n >-, see^s c r i 7 tc establish a regular time fcr meetings of the 
president jnc funMicr.-j rr.jrifjgor ^ , and a repor t i ng system for economic cond 1 1 i < t\\ 
and irdustry trends, Tris group of eye, nt i ves ♦ aided by common irterests and 
comp 1 tmen+jr » F 1 1 v i t 1 _> , can exam i r.e < ^sunpt i ons about the tut" e, eva I La ft 
^jt^rrativ*: f_ r ^e '^'O-K.y, and ^otabUsh plans for Ul produce, market: 3rd 
prot;e«-tf»* . 

' + r a " s ' ; i c p . _ n n i r , in f j I ar g* j ci >m pan y , w i t r riu 1 1 i p I e pr od uc t - rvj r k t t 
positions unc Dmduct-p^ocess postures within a single industry, or ;;cne rr 
multiple 1 r d-_ st r i es , ism u'"h m« »r 1 cor ^ 1 ex than i r a sma lie- f j rm , nn d h a: t » r<* 
i t * r <- 3 1 1 v * , witr. ■ fin.jdi n-cv I ii"'J between ih hu.fjr >i c ! •♦.»_•!. ' I irrpoi 
e *ecu* i , div un,ji ranage r L ,na fi/ncticnj! , nnr-j . 1 ► ,1 - r s- |»rrtf^ 
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usually sfarts with environmental assumptions about the futile, prcparec b> the 
corpordte staff; all divisions shoulc use the sane case cf economic, sec i c I ano 
political data ir their planning. Each division then provides a study cf their 
currert position and past performance within the industry, generally with ante on 
industry sales, market percentages, company revenues, manuf actor ir g cost^, 
expected rargins, divisional expenses, corporate allocations, capital charges ere. 
pre— tax profits. Tin.se figures are usually stated tcr the past five years, 
estimated for the current year, and anticipated for the next five years. The 
r\re year spar makes trends ana changes very cbvious. Information is also 
normally provided on tre market snares of the majcr ccmpe + i tor s ir the ir.Gustry, 
and the strergths/weakoes scs of the division versus these leaders on such 
o intensions as product aesign, brand reputation, aistributicn coverage, 
promotional effectiveness, productive capacity, mu. ufactur irg costs, etc.; the 
intent is to support the sales forecasts ano show the reasons for the profit 
^reros. Iceally, alfferent forjeasts should be preparec comparing the expeded 
results of alternative strategies, and the market assumptions ana financial 
requirements of these other methods of competition. Ir a neeting between 
err parage executives ana divisional managers, the alternatives are exam i red, ? 
straiegs is selectee, the forecasts are consicereo, and the projections are 
eventually accefjteo or revised. 

Strategic plennirg in non-profit organizations is considerably more complex. 
Tris complexity is due tc tht non-market pricing, external funding, professional 
personnel and multiple clientele that are usually associarea with these service 
institutions. Agair, however, it is necessary to start with consistent 
environmental assumptions about the future; ail units within the institution have 
rc use tre same social anu financial data in their planning, fcacr unit should 
Ten provide a study of their current position and past performance in comparison 
tc other institutions offering approximately similar services to closely similar 
groups; non-profit institutions such as colleges and universities do not compete 
for profits within an industry of other companies, but they do contend tor public 
approval and financial support within an "association" of other organizations, 
and sirategic planning, in very simplified terms, can be considered an effort to 
position an organization within that association in order to gather that approval 
and support. The organizational units prepare the plans; the central 
administration reviews thoi and then, in a series of meetings, tf e plans are 
modified ir order tc- achieve ar overall strategy or identifiable character for 
the i r st i tut i on . 

Strategic planning in large companies was earlier Thought to start with a 
statement of corporate onjectives Lbj, usually in financial terms, and the 
divisional plans were ejected l"o add up to meet those 1 objectives. Ihis 
^rective planning forced the divisional managers ho prepare forecasts based on 
corporate expectations, not industry conditions, and resulted in errors, mistakes 
and disasters. Directive planning can be successful in an expanding market since 
ir creates a challenge which may be achievable; in a static or stagnant inoustry, 
it merely creates an illusion which may be fatal. The same situation Occurs ir. 
.non-profit institutions; organizational objectives stated pricr tc a study (J 
actual assets and skills, envirenmen ai c harac+cr I s + i cs ano trenur., and 
manager i a I /profess i ona I values and a titudes, can easily lead to unachievable 
goals, not workable plans. 

r'rcyr or p I arm i r j I ^ the socr.rd step or 'tag** r tU- f|rf»r,r.,j - rcr*ro - 
m v-i#2 + i'n quorcf. A pn r.ir i.J r if tic^'ht ( t < . »r t .f v r . r ^t- J 



activhies designed to improve the competitive pes i1 ion or a business firn, or tr 
achieve the service posture of a non-profit organization. The Introduction of o 
new product, the modernization of an existing plcnt, or the audition of :< 
complementary service are all examples of programs. Programs tend to have a 
lengthy time span, multiple activities and extensive assets; they are large 
projects derived from Y; r i strategic plan of the organization, and they specify 
the personnel required and the resources needed to reach the competition position 
or service level defined by the selected strategy. 

Program planning is used to specify the activities and to allocate the 
resources needed to achieve a given strategic position. The activities are 
usually described in very general terms, almost on the level of the number of 
people required to perform each of the functional end technical tasks; more 
specific definitions of these tasks are left to the budgetary planning stage 
where measures of performance are established and targets for achievement are 
negotiated on a s jrt-term basis. Changes In the program and changes lr the 
personnel permit short-term planning, often on a one-year cycle, for the activity 
specifications, but capital allocations have to be on a longer term basis. The 
financial inflows and outtlows for each program or project, and the relative 
timing of those cash movements, must fit the overall capital sources and uses of 
the organization. Most active organizations have many more beneficial uses for 
CfDital than available sources, and are consequently continually short cf cash, 
so the flow of funds has to be accurately estimated, and the use of those finds 
carefully planned. Program planning estimates the flow of funds over the life o* 
each program or project, and then evaluates the relative desirability of these 
programs or projects. There are three formal methods for this evaluation: 

1. Financial return. The financial return models are based on the relative 
size and timing of the case inflows and outflows. Payback period and 
the accounting rate of return are the simplest of three comparative 
financial models; 'he payback period uses the summation of the annual 
profits after tax pl-s the depreciation from the project over the period 
of Mme needed to equal the Initial investment as the ranking criteria, 

w .e i*he accounting rate of return uses the ratio of the average annual 
profits after tax plus the depreciation of the project to the Initial 
investment. Both of these methods negk~t the time value of money, and 
attach no importance to the timing of the cash flows. 

The net present value method of Investment analysis uses the difference 
between the sum of the present value of the expected cash outflows and 
the sum of the present value of the expected cash Inflows, both at a 
given discount rate, as the ranking criteria for programs. The Internal 
rate of return method of investment analysis uses the discount rate that 
equates the present value of the expected cash outflows (investments) 
with the present value of the cash Inflows (after-tax profits plus 
depreciation charges); In essence, the Internal rate of return of a 
project is the discount rate at which the net present value Is zero* 

2. Cost benefit analysis. Cost benefit analysis Is often used in 
non-profit institutions as a substitute for the capital budgeting 
procedures, or financial return models, used In business organizations. 
The financial return models for investment analysis assume that the 
positive cash flows are the benefits of the project, or can be used as 
surrogates for +hose benefits. In most non-profit or non-business 



situations, the cash inflows may have very little reletionship with the 
benefits of the project since the revenues are ^Hen not ceternined by 
either market pricing or full cosling. Instead, revenues may be 
determined by the recipient's ability to pay, and the services ere 
provided because they are felt to be needed, not because they are 
thought to be either cost effective or price elastic. The costs of a 
non-profit program can be measured by the cash outflows, or use of 
resources, but the benef Its have to be gauged on some other measure than 
the cash inflows, and a financial equivalent for the services Is often 
used.* This financial equivalent is usually based on an estimate of 
social and Individual benefits as, for example, In the incremental tax 
payments and income potential of a high school graduale versus a 
non-graduate over the person's life time, discounted back tc present 
value, that are often used as the economic rationale for public 
» education. The financial equivalents are subjective, and can be 
arbitrary, but cost-benefit analysis does provide a rankirg criteria for 
the investment analysis of programs In the public sector. 

3. Competitive position analysis. Both financial return models and 
cost-benefit techniques concentrate on the size and timing of cash 
f'jws, or on the cash equivalents for social and individual benefits, as 
the ranking criteria for programs developed to Implement a selected 
strategy. A third ranking method, though much more difficult fc 
quantify, centers on the competitive position or service level likely tc 
be achieved by the program. The competitive position of a firm is 
difficult to measure, except in terns of market share, share growth or 
productive efficiency, and the attainment of a service level for a 
non-profit organization is even more troublesome to evaluate, but these 
are the primary determinants of long-term success for the respective 
organizations, and should be recognized In program or project 
evaluations. Discounted cash flow models, whether with actual or 
equivalent inflows, give primary emphasis to short-term results, due to 
the compounding of the discount rate over time, and Ignore such 
essential resuHs as pollution control, safety improvement or service 
expansion because of their lack of positive cash flows. Competitive 
position analysis will become more important, over time, than financial 
return models In the comparative evaluation of programs to implement a 
selected strategy. 

Budgetar y planning is the third step or stage in the planning - control - 
motivation sequence. Budgets are estimates of the revenues and expenses 
associated with each program or project developed to achieve the competitivr 
position or service levei envisaged In the selected strategy. Budgets • ally are 
programs expressed lr terms of income and expenses; they detail and 'Sine tune 11 
the prog-ams. A budget also assigns responsibility for the activities contained 
in the pt ogram. This assignment of responsibility, probably, is the most 
important elemen+ in the definition of the concept: a budget is not so much a 
forecast of results as it Is a commitment by members of a unit within an 
organization to achieve those results [4J. The distinction between a forecast 
and a commitment is essential in understanding the planning process, from 
strategy selection to resource allocation to budgetary responsibility. Ihe 
budget brings members of the functional and technical units withir, each division 
of an organization to agree, In essence, to move partways towards reaching the 
competitive position proposed by fhe selected strategy. The ov«»r*H i pfenning 
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process, and the differences between the three steps or stages, car be summarized 
'n terms of the organizational level, the time horizon, and the conceptual 
output : 



Planni ng 

.Stag? 

Strategic 
PI ann I ng 



Program 
PI ann I ng 



Budgetary 
PI ann i ng 



Organ izationa! 
Leve l 

Corporate 



! i v i s i ona i 



Unit 



T ime 
Hor Iz on 

5-10 yrs 



3-5 yrs 



12 months 



Major Output of the Florin inn 

Stag? 

Selection of the method cf 
competition leading to a 
competitive advantage for 
the firm 

Allocation of the resources 
and plan of the activities 
needed tc achieve the 
competitive position 

Commitment by members of the 
organization to achieve goals 
leading towards the 
competitive position 

The time horizon for each stage is, obviously, an average or typical range, 
and is not meant to be an absolute requirement. The time horizor usually varies 
with the Industry. Public utilities, with long time spans needed for regulatory 
approval and plant construction, generally perform strategic planning over 12 to 
15 years, and program planning over 5 to 8 years. Colleges and universities 
might select 5 to 8 years for strategic planning, and 3 to 5 years for program 
projections to match the constriction time for new facilities. Almost all 
budgetary planning, however, is on a 12 month cycle since the intent is to 
forecast revenues and expenses with reasonable accuracy, and to have the 
forecasts comparable to the financial records of the standard fiscal year for 
contro I purposes. 



Budgetary planning combines forecasting the revenues and expenses associated 
with the various programs of a college or university, and setting goals and 
objectives for the departments and other academic units that are involved ir 
tnose programs. The goals and objectives are the results that are expected; they 
are statements o* where the departments and other academic units are expected to 
be at specific tiroes In the future. These goals give members of all of the unils 
the sense of direction and purpose that is necessary to coordirate their efforts, 
and they permit evaluation of the performance of the units. They serve, in 
short, as targets for achievement and as standards for control [5j. 

These "targets for achievement and standards for control 1 ' can be financial, 
non-financial or non-quantitative In nature. The financial measures are based 
upon anticipated revenues or expenses over a 12-month period, and give the 
appearance of precision and detail, but in reality revenues, costs and profits 
are summary figures for many diverse activities and are subject, of course, to 
the account-conventions. Even in business firms it is thought that financial 
standards define areas of responsibility, provide constraints on spending, and 
permit forecasts of cash flow, but that they do not accurately reflect short-tern 
performance. Non-financial measures are needed to supplement the budgeted 
revenues, expenses and profits; many of these non-financial measures are also 
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quantitative, and are based upon unit measures such as total enrollment, ratio 
measures such as students per faculty member, or percentage measures such as 
Instructional costs compared to tuition revenue. These non-financial numerical 
standards can provide accurate neasures of performance, but only for the 
organizational units where the ojtput is clearly measurable on a single or 
compost ve scale, as In the basic courses with large enrollments where quality can 
be assumed and quantity can be mea.-.ured. One definition of a college or 
university, however, is that 1hev are places where quality counts. To evaluate 
quality, non-quantitative measjres are needed. These non-quantitative measures, 
of course, are subjective, and thoroughly unsatisfactory, except in comparison to 
the more objective alternatives. Numerous proposals have been suggested, at my 
own university and I assume at others, to weigh publications by the reputation of 
the journal and the number of pages, but these always fall apart cue to the 
recognition that the most advanced wcrk can't be published lr the most respected 
journals. Scholarly review, with all its faults (and they are many), remains the 
subjective standard for the evaluation of faculty research performance. 

In summary, budgetary planning refers to the estimation of the revenues and 
expenses associated with each program, or project developed to achieve the 
competitive position or service level envisaged in the selected strategy, and to 
the establishment of titative and non-quantitative measures of performance 
♦or the organization jn its and indlviaual members associated with the programs. 
The intent, in every Instance, is to develop measures of organizational ' 
performance that hill serve as targets for achievement and as standards for 
control. The development of valid measures of organizational performance through 
budgetary planning is difficult, but there ... e three generalizations that should 
be remembered. 



1. Budgetary plans should tie back to the strategic plans for the long-term 
concept of service selected for the institution, and to the program, 
plans for the allocation of resources and the definition of activities 
needed to achieve that level of service. Following the strategic, 
program and budgetary sequence of organizational planning, the annual 
budget should be seen as a consequence of prior planning, not as an 
independent exercise. 

?. Budgetary plans should reflect the expected revenues and expenses of the 
programs, and should provide standards of performance for the 
organizational units and Individual members that are responsible for the 
various activities within each program. Following the financial, 
numerical and subjective sequence of organizational standards, the 
annual budget should be seen as a commitment to measurable performance, 
not as a forecast of financial results. 

3. Budgetary plans should be understood by the leader and ether members of 
each organizational unit, and should be based upon known cost 
relationships or reasonable activity expectations. Following the input, 
process and output model of organizational performance, the annual 
budget shoulc be se3n as a realistic level of achievement, not as an 
arbitrary or unilateral assignment. 

The process of establishing an annual budget thai leads directly from the 
prior strategic plans and program plans of the organization, that reflects the 
expected revenues ar\< expenses of the programs and provides valid standards of 



!):> 



performance for the units, and that is understood ana accepted by the managers 
and members of those organizational units, is difficult. To avoid the appearance 
of unilateral or ^-bitrary decisions on performance standards, and to avert the 
tendency to project revenues and expenses at last year's levels, it is common to 
recommend greater participation and reduced Incremental ism in the budgetary 
process. There are problems with both recommendations: 

1. Problems of Increased participation. Budgetary planning is the annual 
process of forecasting revenues and expenses for the programs, and 
setting standards of performance for the organizational units, generally 
over a 1? month period. In forecasting these revenues and expenses, and 
setting these standards, it is often recommended that the managers of 
the organizational units responsible for the performance of program 
activities participate ir, the process to increase organizational 
commitmeht and individual motivation. Particl paticn does generate 
commitment, and the recommended means of achieving participation is to 
develop the revenue and expense forecasts and the organizational 
performance standards through superior/subordinate negotiations. This 
process is termed "Management by Objectives 1 '; the Intent is that the 
subordinate responsible for the performance and the superior responsible 
for the review of that performance should together establish the scales 
of measurement and the expected levels of performance on those scales, 
prior to evaluation. It is believed that the process of negotiation, 
with a sequence of proposal, counterproposal, compromise and eventual 
agreement, will result in challenging but achievable national standards 
and controi criteria. The concept is appealing, but the problem is that 
the annual budget is developed from the strategic plans setting the 
long-term competitive posture of the firm, and the program plans 
allocating the resources and defining the activities needed to achieve 
that competitive posture, and consequently many of the standards of 
performance for the organizational units can't be changed in 
participatory discussions, but have been assumed ir the prior planning. 
It Is, of course, possible to request changes In those prior plans, but 
That is often organizationally difficult. Participatory discussions on 
setting budgetary standards can easily lead to feelings of frustration 
and cynical distrust on the part of the subordinate, and to an 
apprehension of interpersonal incompetence on the part of the superior. 
Participative discussions for the purposes of mutual understanding of 
the prior plans, not for the purpose of establishing independent 
standards, probably are more productive In complex organizations. 

2. Problems of reduced I rcremental I sm. I ncrementa! i sm refers to the very 
common tendency, in preparing an annual budget, to adjust the prior 
year's figures to meet the current conditions, and not to base the 
budget on the organizational strategy and the program plans. 
I ncrementa) ism starts with the concept that each organizational unit is 
"entitled to" an amount which, at the minimum, is the same as last 
year's, and which probably should be increased by an organization-wide 
percentage to reflect growing costs and greater inflation. Incremental 
budgets rely on the prior period as the frame of reference, rather than 
on the prior plans, "Zero-based budgeting" was developed to avoid 
i ncrementa I i sm; this budgetary process identifies the activities within 
each organizational unit, and prepares alternatives for the activities. 
These alternatives may be different ways of performing the given 
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activity, through a new technology, tor example, or a rore centralized 
department, or different levels of performance. Each alfernalive is 
then costed so that the superior, in the superior/subordinate 
discussions, can select an improved method of performance or a changed 
level of effort. The Intent of zero-based budgeting is to force 
examination of the annual expense levels, and to anaiyze a J justify 
each activity; the result is actually to place greater emphasis upon the 
participative discussions, because of the wide range of possible 
expenditures, and upon the interpersonal aspects of those discussions. 
Annual budgets in complex organizations should be based upon the 
strategic plans of an organization, and upon the progran plans 
allocating the resources and defining the act I vl lies needed to implement 
the selected strategy, and not upon interpersonal negotiations. 

The development of the annual budget completes the planning cycle or syste*n, 
and starts the control cycle. Control is an awesome phrase in a university 
context, but properly used, it is the complement of planning. The term should 
refer to the process of comparing actual results with the expected outcomes of 
the three levels of planning, analyzing the variances, and i nst ; tut i ng changes if 
needed. Control implies a set of sl-andards, a comparison of performance against 
those standards cn a repetitive or continual basis, and the possibility cf 
corrective action when a deviation occurs. ^edbac^ and correction are central 
to the concept of control; these elements a, present in a physical system, such 
as the thermostat controlling a furnace, and should be present in a managerial 
system, as in the budget controlling expenditures, or in an academic system, with 
peer evaluation providing assistance in both instruction and research. Control 
of this nature Is not primarily repressive, setting boundaries to action, or 
censurious, allocating blame for shortfalls, though both of these aspects are 
present in any control s/stem; Instead, it is a more positive process for 
deciding what should be changed now to achieve the future outcomes of the 
planning s/stem. Control, In summary, provides the information needed to adjust 
organizational unit and individual member performance over the short-term to lead 
to an Improved institutional position over the long-term. 

Control is the complement of planning, and the two systems overlap: the 
control cycle makes use of the financial, numerical and subjective measures 
established in budgetary planning, and then records data from the development of 
each project ano the operations of each unit In "operational accounting" and 
matches the actual vs. expected outcomes through "comparative evaluation," 

Q BCr Qt \ Qnal-3££QUDiiDQ Is the fourth „tep or stage in the full planning - 
control - motivation sequence. As stated above, it follows uudgetary planning, 
which in essence is the projection of results, and involves the recording of 
those results. The results nay be financial, numerical or qualitative; the 
accounting process within an organization normally records only the financial 
data, bu+ operational acooun+ing is an expanded form to record both the financial 
and numerical outcomes of organizational activities, and to summarize the 
subjective evaluations. It Is neither necessary nor possible, In this short 
note, to describe all trree aspects of operational accounting, beyond making the 
obvious statement that the systems have to be computer-based for data 
access! bi I i ty and usage. This creates a problem at many academic institutions. 
Colleges and un i vers I tit can be described !n -nany slightly disrespectful ways, 
but one o* the most accurate Is that they are places where computers are studied, 
but not Lsed. Or, more accurately, not i.sed tc their potential. Firancial and 
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numerical cata can be classified, recorded, sorted and then combined in different 
patterns to portray the development of academic programs and the operation of 
academic units. The function of operational accountirg Is to ensure that this 
does happen, and that financial, numerical and descriptive measures are all used 
in the comparative evaluation of budgetary plans with actual operations to 
Improve the performance of organizational units and to reward the efforts of 
ind Ivldual members. 

Comparative . SXlh&liQD Is the fifth step or stage in the pianning - control 
- motivation sequence. It involves a comparison of planned versus actual 
results, through an analysis of the variances, and provides information to the 
leaders and members of the organizational units for the improvement cf 
performance. Control is effective only when it helps the managers and members of 
organizational units; managerial assistance, not repressive standards or 
continual complaints, is the essence of control [6]. 

This assistance to the managers and members of the organizational units 
should be on three levels, corresponding to the three stages of planning. 
Planning, as described previously, can be divided in+o the three sequential steps 
or stages of strategic planning to select the long-term competitive posh ion or 
service posture of the orgar. , ^ati on ; program planning to allocate the resources 
and define the activities needed to achieve that competitive position or service 
posture; and budgetary to establish standards of performance of the 
organizational units responsible for performance activities. Control is needed 
at all three stages of planning to compare actual results with expected outcomes 
so that, when necessary, the curren* operations may be improved or the existing 
plans may be changed, it Is common to concentrate this control effort on the 
activities of the operating managers since these organizational units generally 
have financial performance standards that make comparative evaluations easy, a 
short time frame that makes changed results apparent, and a low hierarchical 
position that makes corrective action possible. This emphasis upon the operating 
units, however, neglects the long-term viability of the selected strategy and the 
md-term completion of the funded p'ograms. Control Is needed at all three 
levels of Institutional strategv, program efficiency and operating effectiveness 
to improve the total performance of an organization: 

1. Institutional control. Institutional control measures the viability of 
the selected strategy of the organization. The strategic plans, of 
course, define a long-term method of competition or concept of service, 
and the institutional controls should evaluate progress towards 
achieving that competition position or service level. It Is certainly 
difficult both to identify the desired position and to measure progress 
towards achieving that position in financial or quantitative terns, but 
some of the dimensions might be enrol Imenf trends, scholarly writings, 
faculty opinions, alumni gifts, funding levels, external reviews and a 
general spirit of accomp I [ shment. That latter element, the general 
spirit of accomplishment, can't be measured, but we all know when it is 
there. The president and vice presidents of a university are 
responsible for positioning that institution within an association of 
other institutions, with the intent of achieving a long-term comparative 
advantage that will lead to public approval and financial support. 
Institutional control should evaluate that strategic decision by 
comparing expected results with actual outcomes on numerous financial, 
numerical and descriptive dimensions. Imponant variances should result 
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in changes in the strelegic plans, in the resource allocations and 
operating activities that were aes»'gned to implement these plans, or ir 
the senior management. It is necessary 1o create an atmosphere of 
accepting environmental and organizational changes, and of recognizing 
the need to plan for those changes, within the senior management of most 
organizations; a control system that revealed inattention to these 
requirements, and a motivation system that penalized that inattention, 
would help greatly in developing the needed attitudes and abilities. 

Program control. Program control measures the execution of the programs 
designed to achieve the long-term service posture of the institutional 
strategy. Program planning, as described previously, estimates the flew 
of funds over the life of each program or project, and specifies the 
activities needed to complete that program or project. Program control 
compares the estimated usage of funds with the actual expenditures, and 
particularly compares the planned activities with the actual 
achievements. Most programs consist of a number of activities or tasks 
that are interrelated by time; many of the tasks cannot be started unlil 
others are completed, so that delay in one activity creates additional 
delays, and additional costs, in others. Program control systems 
usually recognize these interrelationships, either through simple 
comparisons of the estimated versus actual completion Gates for each 
activity, or with formal network models such as PERT and CPM that 
explain changes in the time and cost requirements. Majcr variances in 
resource usage or completion dates should be analyzed for the causes, 
and should result in program changes, activity changes or management 
changes. Again, it is necessary, even within a university, to develop a 
tradition of completing programs and projects on time and to cost 
estimates amongst the managers or leaders of those programs; a control 
system that not only reveals the deficiencies but helps to correct those 
deficiencies woulc assist in developing the needed attitudes and 
ab i I i t ies. 

Operating control. Operating control measures the performance of the 
organizational units that are responsible for the academic and technical 
activities w:thin each program. Budgetary planning, as described 
previously, estimates the revenues and expenses associated with each 
program, usually on an annual basis, and sets the goals and objectives 
for the academic and technical units involved in those programs. Tnese 
goals and objectives are the results that are expected; they are 
statements of where the organizational units are expected to be at 
specific times in the future. The goals and objectives may be 
financial, reflecting the anticipated revenues and expenses; or 
numerical, showing unit, ratio or percentage measures of performance; or 
descriptive, with qualitative and subjective standards. Operating 
control, as used here, refers to the comparison of planned results to 
actual outcomes for all three 1ypes of standards. Major variances in 
Performance should be analyzed, and could resuH in changes in the 
udgetary plans, in the managerial activities, or ir the unit personnel, 
r should be remembered, however, that the purpose of the operating 
^ntrol sy stern is to provide information for the leaders and members of 
the organizational units that will eventually lead to irnprover^.i+s in 
performance; assistance to the members, not evidence of Incompeteice or 
inability, thf, objective of control, and that assistance shoulc lead 
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to changes In the plans or in the activities more readily than to 
changes in the personnel. 

Changes in operating personnel are common in business; that Is due, at least 
partially, to the failure at this level of control to separate the evaluation of 
the organizational unit, as an economic entity, from the evaluation of the 
manager and members of that unit as individual persons. It is necessary in the 
analysis of variances at all levels of cl .trol to understand that some of the 
factors in the performance of an organizational unit are subject to the direction 
of the manager and the efforts of the members, and some are not. The factors not 
subject to the direction of the manager and effor+s of the members usually 
include problems outside the organization, such as changes in the economic cycle 
of the country or the competitive structure of the industry, and problems outside 
the unit, such as changes in cooperative efforts or operating results by other 
units. For the evaluation of personal performance, rather than the measurement 
of organizational achievement, it is important to recognize that some factors can 
be foreseen in the planning stage, that some can be managed in the control stage, 
and that some can be neither foreseen nor managed. Accurate identification of 
these classes of problems is important in business firms, and crucial in academic 
Institutions, for they impact thf. design of the motivation system to provide 
rewards and sanctions at all levels of the organization. 

Motivation is the complement of control; it is the process of rewarding the 
individual or unit whose performance has brought actual results close to the 
planned outcomes. Motivation attempts to create conditions such that members of 
an organization can fulfill their own needs, which often differ on numerous 
dimensions, by meeting the organizational standards. Goal congrulty is central 
to the motivational concept; each individual has needs which should be recognized 
and expectations which should be understood, and each orgmization has standards 
which must be met. Motivation of this r.3ture can be either positive or negative, 
with both rewards and sanctions, but the incentives have to be tied to the 
anticipated outcomes of the planning process, to the comparative evaluations of 
the control system, and to the needs and expectations of the organizational 
members. Institutional motivation, in summary, rewards or punishes Individual 
end divisional performance over the short term in order to lead towards an 
improved organizational position in the long-term; It consists of an 
"organizational response" and an "individual reaction." 

Iiie_organizatlonal respOPfrfi is the sixth step or stage in the planning - 
control - motivation sequence. Organizational response refers general ly to the 
reaction of an organization to unit or individual performance as measured by the 
comparative evaluations of the control system, and specifically to the design of 
incentives to reward that performance. A planning system becomes a control 
system when organizational units and individual members are evaluated on the 
variances between planned results and actual outcomes, and a control system 
becomes a motivation system when the performance levels of both organizational 
units and individual members are recognized and rewarded. Recognition is fully 
as Important as reward; both are included in the concept o* an organizational 
response, which may be of four types: 

1. Perceplual. A perceptual response is the recognition of achievement of 
either an organizational un I t or individual member by the balance of the 
organization. Recognition of achievement, with that achievement 
measured by the comparative evaluation of planned versus actual 



97 104 



performance, Is ^oparently the simplest, ceitalnly the least expensive, 
but unfortunately one of the more uncommon of all organizational 
responses. Members of an organization like to believe that their 
contributions to the organization are perceived and acknowledged by 
others; this acknowledgement, however, has to be more informal than 
formal, and more unforced than directed. Organizational newsletters and 
congratulatory meetings don f t work; the respect cf co-workers and 
comments of peer individuals do, but it is impossible *o design the 
latter as part of a motivation system. The perceptual response of an 
cgan izatlon is complex, and largely unmanageable, but critical in the 
motivation of the leaoers and members of an academic institution. 

2. Financial. A financial response is the payment of a monetary reward for 
indivioual achievement, again with that achievement measured by the 
comparative evaluation of planned versus actual performance. The 
monetary rewards In business firms are normally tied to the budgetary 
measures of performance, witn a commission paid on sales or a bonus 
awarded for profits. It Is essential that the measures of performance 
used to compute the monetary rewards be considered carefully, for most 
of the single financial standards can be manipulated: sales may be 
recorded in the wrong period, or profits can be Increased by a cuv in 
the developmental expenses. In an academic Institution it is 
traditional that financial Incentives be limited to salary increases, 
and the effectiveness of salary Increases has been limited recently by 
strong pressures for "across-the-board" ralsesc This is probably 
unfortunate because financial rewards can be effective; they provide 
both increased Income for the IndP I dual and a form perceptual 
response by the organization. Comparative incomes represer {- one means 
of acknowledging the relative contr H^ut I ons of both organizational units 
and individual members to an academ Ic" i nst i tut ion. 

3. Positional. A positional resonse is the promotion of a person for 
individual achievement. The positional resopnse is only partially 
effective in business firms since normally there is a considerable time 
delay between the recording and evaluation of performance and the 
announcement of the promotion, but as with the monetary reward, a 
positional change is a form of perceptual response, and indicates 
recognition of the contributions of that person to the organization. 
Promotion and tenure, of course, are the traditional forms of motivation 
at colleges and universities; they have the advantage of combining 
perceptual, financial and positional incentives at an academic 
Institution. 

A. Personal, Personal responses are the non-financial and non-positional 
responses by an organization; they include the office locations, decor 
distinctions, parking privileges and club memberships that indicate 
status wiihin the organization and that, together with football seat 
locations, are not entirely unknown within colleges and universities. 

The financial, positional and personal incentives of an organization shoulc, 
obviously, be designed to reinforce the performance measures and comparative 
evaluations of the control system, and to supplement the perceptual response that 
is crucial in motivation, The effort and commitment of various individuals 
within an organization will differ, however, even if evaluated with similar 
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standards and rewarded with the same incentives. This varlet-y of response is due 

to personal differences between inolvlouals, and even within the same individual 

at vlifferent times, and results In an indivioual ized reaction to the planning, 
control and motivation systems. 

The Individual react ifrP is the seventh, and lest, stage in the planning - 
control - motivation sequence. Individuals react differently to formal 
incentives, even in closely similar situations with nearly identical 
organizational influences; this is because individuals are trjly different. 
People differ in physical abilities, mental capacities, interpersonal skills, 
social expectations, cultural beliefs, educational levels, past experiences, 
current conditions and future needs; within a university, all of these influences 
are present, plus the differences in disciplinary orientation, which can be 
major. The large number of dimensions that can be used to describe personal 
differences makes it nearly impossible to forecast Individual reactions to the 
motivational systems within an organization, but it is possible to identify many 
of the forces that influence individual decisions and actions, and it Is possible 
to predict typical or "average" behavior. These forces, and the relationships 
amongst them, can be shown graphically [7[j: 
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The organizational forces which influence Indivioual decisions and actions 
are the institutional structure, information system, assigned tasks, planning 
system, control system and motivation system. The institutional structure 
creates a position for the individual relative to others within the organization; 
the information system provides a portion of the data needed to perform the 
assigned tasks; and the planning, control and motivation systems together 
generate the performance measures, the comparative evaluations, and the 
financial, positional and personal incentives. These organizational forces, 
however, do not determine behavior; they merely influence it, and their Influence 
may be minor /in comparison to the personal, interpersonal, social and cultural 
factors. These factors cannot be defined in a short paper on academic systems, 
but they are certainly understood at all academic Institutions. 
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Each indtvlaual within an organization has an existing pattern of behavior 
that Is ba^ed upon personal cognition and motivation, interpersonal attitudes and 
traits, social roles and status, and cuHural norms and voltes. That pattern of 
behavior is influenced partially by i nd i v I aua ! needs for personal (food, sheller 
and clothing), interpersonal (friendship), social (esteem) and cultural 
(sel f-dev?lopment) benefits; and partially by the organizational forces that come 
from the institutional structure and planning, controi ana mol i vati ona I systems. 
Behavior in organizations is complex, not simple; for the person concerned with 
+he desigr, of a motivational system, the essential concept is the recognition 
that formal Incentives may have a very I irrited Influence on individual decisions 
and actions. 

Individual ceclsions and actions within an organization are gu;ded, not 
directed, by the combined impact of the Institutional structure and the 
managerial systems for planning, control and motivation. These systems, to be 
effective, must be consistent. The planning procedures at many colleges and 
universities have lost much of their financial effectiveness and organ i zati ona I 
support because this need for consistency has not been recognized. 

Consistency is key, no it is emphasized here by repealing again the graphic 
display of the r eiatlonsh ps between the stages of the planning - control - 
motivation sequence that must be understood for the manager ie I systems to be 
effective: 
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Strategic Planning in tre Small, Private, Liberal Art^ Co! lego 



Ir textbooks and survey article: ~n strategic plannirg, one cften 
encoun 4 ers statements such as: "... little has been done tc answer questions 
(concerning strategy p I ann I ng ) . . . for non-business organizations." (hofer, 
1976, p. 261) Accordingly, one might expect a paucity of literature on the 
suDject of planning in the college or university context. 

Even a casual examination of the literature irdicates tt at then is no 
uearth of writings on college planning, Wor trr ar (1979) observed that, among 
the not-for-profit institutions, higher education has probably been 
discussed more extensively than others. One survey writer counted over a 
thousand citations in some way relevant to strategic panning for colleges. 
A more probirg inquiry, however, may very well verify the? opinion tha J , 
volume of literature notwithstanding, there not much of substance K. be 
found . 

The literature on strategic planning for i r st i tu t i ons cf high'*- 
ecucation is overwhelmingly prescriptive in nature, and its prescriptions 
urge the adoption of a planning structure model that is virtually identical 
to that developed for and employed by profit- and growth-or lent' o industry. 
This adaptation of the industrial planning model can be seen ir the 
comparison in Table I of two planning schemes, one exemplary of +he college 
planning literature (Bergquist and Shoemaker, 1976, pp. ?-4) anJ the other 
from the industrial p ! anning field (Learned, Christiansen, Andrews, and 
Gufh, 1965). 

In addition to the widespread acceptance of this basic model ot rhe 
structure of planning, several other concepts are stressed ir the 
prescriptive literature. For example, extensive par t i c i pa ri on in the 
planning process Is commonly advocated. How this participation is to be 
achieved, however, varies from author to author. A frequent device for 
participative purposes Is that of the planning team or committee. 
Recommended membership on the committee varies, but most frequently includes 
administrators, faculty, and students, and somewhat less frequently, 
trustees, alumni, and local community representatives. That the small 
committee approach satisfies the broad participation rubric is, of course, 
debatable. 

This literature almost always recommends that a planning officer be 
designated, responsible to the president and for the coordination of the 
activities of the planning committees or organizations. The role ot the 
chief executive is not well clarified by this literature. Some articles 
suggest an extensive role, others only a peripheral one. Mos+ of the 
planning prescriptions urge careful consideration of environmental 
influences on the planning process and on the institution, particularly as 
these constitute a data base (e.g., demographic, economic, social trends, 
etc.) and in the determination of the Inst i tut ion 1 s socio-economic purpose 
or mission. Several of the published "guides" or "r.anuals" on college 
planning Include exphclt timetables for the planning cycle within the 
academic year, forms tc be filled out concern I no such items as departments 
budget requests and resource appraisals, char + ^ for information and 
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documentation flows, and organization charts. Indeed, a few of these 
manuals are offered as complete, ready-to- i nsta I I , procedures packages, 

XaDfiaEfltJye. ElBdfllS- &L llie Structure of Strategic Planning 



Bergquist and Shoemaker Model of 
College and Universit y Planning 

I. Assessing the current, past, and 
future states of the Institutions 
and its environment. 

°. Clarifying Institutional mission 
and goal s. 

?. Developlrg an analytic and 
projective model of the 
instl tut ion. 

Designing and testing strategies 
for i nrt i tut iona I stab i I ization 
and change. 

5. Implementing strategies for 
institutional stabilization and 
change. 

6. Monitoring cf effects and 
possible redesign of the analytic 
model and the Implemented 

activ itles. 



Learned, Christiansen, Ancrews, and 

Quili Model ..jai,. Corporate J?ijanni£j 

1. Identification of the 
opportunities ana risks in the 
env I ronment. 

2. loenti f ication of the resources, 
weaknesses, and strengths of the 
organ i zat i on . 

3. I den1 j f icati on of the personal 
values and aspirations of the 
participants in the organization* 

4. I cent i f icati on of the legitimate 
interests of other segments of 
society tc which the organization 
is responsive. 

5. Reconciliation of the 
environmental influences, the 
strengths and weaknesses within 
the organization, the values ana 
aspirations of the participants, 
and the obligations to society. 

6. Identification of the tasks 
necessary for the accomplishment 
of Its purpose and the deployment 
cf organizational resources to 
these tasks. 

7. Provision of a suitable 
organization structure for the 
accomplishment of these tasks. 

8. Provision for a set of 
measurement and control systems 
pertinent to the accomplishment 
of these tasks. 



broadly then, this prescriptive literature has accepted and adopted 
many cf the features of Industrial planning. But this acceptance has been 
gener : iy with little or no proof of its applicability. It assumes a 
sultalle analogy between business and Institutions of higher educatkn. tut 
the aptness of this analogy must be questioned. Indeed, Baldridge, a ma^or 
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writer ir the field of academic governance (197b), challenge? the gereral 
applicability of industrial methods to academic adm in i st r at j en. Hh vorns 
that: 



...the organizational characi er i st i cs of academic 
institutions are so different from other institutions -hat 
traditional management theories do net apply to then, Their gools 
are more ambiguous and diverse. They servo clients irsteac ot 
processing materials. Their key employees are nighly 
professionalized. They have unclear technologies based r,ore on 
professional skills than on standard operating procedures. 1 he> 
have "fluid participation 11 with amateur decision makers vvhc wancer 
l r and out cf the decision process. 

As a result, traditional management tfeur ies cannot be 
applied to educational institutions without carefully consider irg 
whether they will work well in that unique acader ic setting. Some 
traditional theories, particularly ir me dec i s ion-mak t rg area, 
apply weM to academic settings; others fail miserably* We 
therefore must be extremely caret u I about attempts to manage or 
improve higner education with "modern management" techniques 
borrowed from business, for example. Such borrowing may make 
sense, but M must be approacheo very carefully, (p, 9) 

in another study of academic governance, Cohen and March (1974) say 
that college planning "can often be more effective as an interpretation of 
past decisions than as a program of future ones." (p. 228) Thus, in their 
view, it would seem that plannirg is a rationalization cr apology for where 
the institution has been, rather than where it is going. This is hardly 
consistent with the concepts and practices of industrial plannirg. 

While the bulk of the literature on planning in the college context is 
p rescr ipt ive in nature and prescribes the application of industrial plannirg 
model 5, there have been only a few descr i pt i ve studies which have examined 
actual practices In college and university planning, and which have begun to 
develop the needed proof that industrial planning concepts are applicable. 
One such observer, Freeman ( 1977a) has complained that there is "littit 
theoretical underpinning for comprehensive (educational) 
p I ann i ng. . . (and ) . . . the development of a general theory to guide 
comprehensive planning is some distance away... M (p. 33) Freeman 
investigated the planning practices employed by the 56 largest research 
universities in the Un J *ea States (1977b). Essentially, his study cent iron 
that while interest in comprehensive planning is growirg, its practice ras 
only just begun. Furthermore, the study showed that such plannirg is highly 
centralized, highly structured, somewhat domirateci by input (resource) 
considerations (as opposed to output or educational oh jecti ves) , c*n<j 
generally built upon loose conceptual foundations. 

Another exception tc t ^ is lack cf rf j <earct support for the 
applicability of the industrial planning structure rrodel car- hf *ourc ir t'o 
research conducted by Hosmer (1972). He testeo the irdustr ici structure 
moael by examining the strategies developed and implemented tfe forr.ati.n 
of three new gradual schools of our>fnes c adm ir. i strati en. Kuddiy, t<> 
concluded that the concepts of industrial strategy w* r e ai'P 'tCtjMr t L 
educational plannirg. 

] 'if i 
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While Hosmer's research Is a valuab'e step towards supporting the 
applicability of the industrial Die r.ing models. It must be notec thai he 
worked with graduate schools of business and with administrators well versed 
m or Inculcated with the industrial model. But the prescriptive literature 
for college planning does not limit Itself to planning for business schools 
or to application by administrators trained in or even aware of industrial 
management techniques. Further evidence is therefore needed, and one of the 
objectives of this present research Is to test the suitability of the 
industrial planning models in another sector of higher education, one which 
is far less likely to be as predisposed to industrial met'icds. We shall 
return to this point later in this paper. 

Not only does the prescriptive literature urge the adoption of the 
concepts of the structure of industrial planning, it almost never departs 
from the recommendation of a single planning mode or process, one that is 
formal, rational, and highly structured. This prescribed 
comprehensive-rational approach +o strategy-making draws its conceptual 
foundations from classical m icroeconom ic theory, i.e., the decision-maker 
considers the entire range of alternatives and their consequences and 
chooses that alternative that maximizes some measure of utility. This 
approach has been called the "synoptic" method (e.g., Braybrooke and 
Lindblom, 1963, p. 40), a term which will be used here for convenience. But 
while me col lege planning literature largely confines itself to prescribing 
the "synoptic" process, a large and growing body of Industrial theory and 
literature goes much farther ir its examination and endorsement of 
alternative methods. 



Modifications in the prescribed planning process for industrial firms 
are based on a variety of differing conditions arising from environmental 
pressures, economic Imperatives, size, product mix, and organizational 
climate factors. Fo example, Mintzberg (1973) argues that at least three 
different modes of planning are to be found and are appropriate for the 
planning needs of differing organizations. The three modes he suggests are 
the entrepreneurial, the adaptive, and the planning mode. Essentially, the 
entrepreneurial mode is a proactive, opportunistic, top-down process aimed 
at growth, and suitable for the small organization with strong leadership. 
The adaptive mode Is more reactive and survival-oriented, aimed at 
incremental change, and suitable for the established firm in a complex 
environment. The planning mode Is more participative, rational, analytical, 
and formal, aimed at both growth and efficiency, and suitable for the larger 
firm in a more predictable and stable environment. 

Mintzberg hastens to point out that the organization need not adhere to 
any one mode of planning. It coula, and indeed should, employ combinations 
of modes subject to the exigencies of the decisions to be made, the 
personalities of the participants, and the realities of the situation. He 
distinguishes planning from strategy-making. In that plannirg has come to be 
identified with the operation of the formal, rational models abundant in tfe 
literature (including the college planning literature) which he labels the 
"planning" model, while !+ is the making of strategy that is the true 
randgenent task, however it may be done. 

While rfe college planning literature, in its espousal c f too synoptic 
ncdel, denies or Ignores the relevance of other Irfluences on or niethcds of 



9 

ERIC 



/ I'M 



113 



decision-making, such as political or organizational factorb or models, 
research into decision- and policy-making in industry and r-vernmeni ras net 
been so narrowly constrained. Trie role of organizational politics, for 
example, is attracting increasing attentio' . That it plays a legitimate 
role in decision-making Is the subject of a growing boay cf theory and 
inqui-y. But the college planning literature deals with Institutional 
politics in only a cursory fashion. For example: 

Many cf the factors that can hinder effective planning such 
as departmental rivalries, bureaucratic inertia, and intellectual 
snobbery, are not consi Cered. . .except in pass i ng. . . Successf u I 
planning resolves these Inevitable conflicts not on the basis of 
institutional politics but rather on the oegree to which proposed 
programs conform to institutional goals. (Kieft, Arnijo, and 
Buck lew, 1978, p. 2) 

On the other hand, a major thrust of Baldrtdge's work is that the 
campus is a political milieu, and that political process models are usually 
more apt descriptions of academic governance than are others (1971, 1972). 

Bergquist and Shoemaker, cited earlier for their planning model in the 
college planning literature (Table I), support the need for the synoptic 
approach to planning with the statement: "Many.. .planning efforts 
*d\ I .because they consis* of a strategy ot 'disjointed incremental ism 1 .. . M 
(p. 2) They urge a systemic approach, with emphasis on extensive 
institutional data, consideration of secondary or unexpected consequences to 
decisions, and concern for the long-term effects of seemingly desirable 
short-term changes. Their criticism of "disjointed i ncremental i sm" appears 
to be obi i v ious to the increasing interest in I ncremental ism as a legitimate 
and effective approach to organizational strategic change. 

The incremental approach has received extensive examination by Lindblom 
M959, 1979, and with Braybrooke, 1963) and most recently by Qulnn (1977, 
1978, 1980). Quinn calls it "logical" i ncremental Ism, avoiding the 
pejorative implications of "disjointed" and showing that it Is Indeed a 
logical or rational method In its own right. !n empirical studies of actual 
corporate prac ice, he shows it to be not only popular, but conscious, 
proactive, and purposeful, and an excellent way to combine the contributions 
of the synoptic method with political and organizational process models. 
Quirin defines incremental ism in terms of the planning activities of 
sub-systemi within a larger organizational context, particularly when those 
sub-systems plan their strategy with full consideration of goals, resources, 
evaluation, and the other aspects of planning structure, described in Table 
I earlier, He cautiens against "piecemeal" planning by urging that the 
sub-systems carefully consider the Integration of their programs with those 
of other sub-system. : and the entire organization (1980, p. 135). 

I n summary , wh 1 1 e the col lege p I ann i ng I I terature is rigid in its 
prescriptions of the adoption of industrial planning methods and the use cf 
the synoptic approach to planning process, the literature on irdustt lal 
planning has moved towards the recognition and acceptance of multiple mode:> 
and models of strategy making. Indeed, some of the decision models or 
Influences specifically condemned by the college planning literature, 
notably the role of institutional politics and the incremental process, are 
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shown, in the industrial literature to be not only popular but often 
appropriate, it is plainly evident that more research, oarticularly 
empirical research. Is needed on the process of planning for institutions of 
higher education. 

The Research Profrlep^ 

Earlier in this paper, a typical planning structure model frorr the 
college literature was shown and compared with one from the industrial 
literature (see Table I). The essentials of both of those models can be 
combined and put into the context of college planning. Figure 1 depicts 
th is schematical ly. 

Note that this structure model is presented as an interrelated system 
with each element simultaneously dependent upon and a determinant of every 
other element. For example, strategic choices are made in order to achieve 
inst iturional expectations, which are themselves largely influenced by the 
range of strategic alternatives available to the institution. 

Furthermore, this structure model is offered as a universal model, 
applicable under any and ail circumstances. No provision is made for the 
alteration of the model under certain conditions. This means that the 
selection of strategic alternatives to be implemented must always be 
consistent with institutional expectations, or that imp'ementation must 
always include a measurement and control system that relates performance to 
object i ves. 

This, then. Is the model that is heavily prescrioed for use by college 
and university planners. But the prescriptive literature provides little or 
no evidence that such a model is indeed appropriate for college use, or that 
it only operates when "formal" planning systems are employed. 

One exception to this lack of research support for the appi i cau i I ity of 
this planning structure model has already been noted in the work of Hosmer 
(1972). But, as also noted, Hosmer studied the planning conducted by 
graduate schools of business. Further evidence is needed that this model 
applies to other types of institutions of higher education. The small, 
private, liberal arts colleges, for example, would be a type of institution 
suitable for further research. The liberal arts colleges tend to see 
themselves as quite different from profit-oriented industry, and if one were 
to demonstrate support for the industrial planning models in this sector, it 
would—along with Hosmer's study — show support at bolh ends of a broad 
spectrum of institutional types. 

Therefore, the research questions examined by this research were; 

1. Are the concepts of industrial strategic planning a, so applicable 
to small college planning? 

2. Does application of these concepts require a formal, highly 
organized, continuously functioning planning system? 




Under what c ! rcumsl ances are college planners rrost apt to prac*K 
comprehensive or synoptic planning, and unoer what circumstances 
are they apt to deviate towards incomplete or non-synoptic 
processes? 

What is the nature of these deviations? 
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in order to find answers for these questions, it was decided to examine 
in detail the planning procedures and processes employed by a .ample of 
selected, small, private, liberal arts colleges. For this purpose, the 
ca?.e-descrlption-and-analysls method was chosen. Two types of cases were 
used: cases developed by our own field investigation, and case-- available 
in the I iterature. 



The choice of the case method involves a trade-off between depth and 
breadth of analysis. The case method permits a thorough ana rich 
description of the planning process actually employed, but time and expense 
limit It to a relatively small number of subjects. Hypothesis testing by 
statistical techniques is therefore not feasible due to the small sample 
size. A larger sample could be studied by means of less costly mailed 
questionnaires, but I, is felt that the kind of information we are seeking 
is not likely to be elicited effectively by questionnaires. It is 
reasonable to expect that respondents to questionnaires concerning the 
procedures actually employed In making strategic decisions may tend to bias 
their responses towards the synoptic, since that method Is the one that is 
both heavily prescribed and consistent with classical decision-making 
theory. (Recent articles by Van Maanen, 1979, and Piore, 1979, discuss the 
phenomenon of questionnaire and Interview subjects giving false answers to 
questions concerning their administrative behavior.) The case method of 
analysis, however, does permit the thorough study of actual strategic 
decision Incidents, and what it lacks In statistical precision is more than 
made up in the richness of description that is so lacking in the existinq 
I iterature on college planning. 

Three case descriptions were thus developed. In addition, nine other 
usable cases were found in the literature. Useful cases are difficult to 
find in the literature for at least two reasons: (a) the published cases 
were not written with our research design In mind and may omit information 
appropriate to thai design, and (b) aside from the cases distributed by The 
Intercollegiate Case Clearing House, published cases are usually written by 
representatives of the subject colleges and generally describe how those 
institutions have successfully installed comprehensive, i.e., synoptic, 
planning sysTems. These latter cases are usually employed by those who 
write prescriptively about college planning to verify their prescriptions. 
We must assume, of course, that the descriptions are accurate, but we cannot 
be sure that the case writers have been entirely objective or candid. 

Thus, twelve institutions were examined: Clark University, Washington 
and Jefferson, Juniata, Waynesburg, Villa Maria, St. Benedict, Spring Arbor, 
Hartwick, Lewis and Clark, Hood, Hope, and Hiram Colleges. (The sources of 
the case descriptions are appended to the references list a-t the end of this 
paper. ) 



While the overall applicability of the structure model was the general 
proposition to be tested, this question was not by hself sufficiently 
definitive for research; It was therefore divided into a series of 
sub-propositions or question* aimed at examining several of the major 
linkages in the model. These questions included: 

1. Can a general strategy be described for the institution, a stratigy 
which embraces such strategic components as curriculum and 
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educational program, faculty and staff, facilities, admissions and 
recruiting, and the administrative structures and systems of the 
Institution? 

2. Is the strategy thus described internally consistent across the 
strategic components? 

3. Does the institution have a clear and broadly accepted mission or 
purpose, and is the strategy thus described consistent with that 
mission? 

4. Is the strategy thus described externally consistent with the 
characteristics and trends in the environment? 

5. Is the strategy thus described consistent with the potential 
resources available to the Institution? 

6. Are the specific decisions made and actions taken by the 
institutional managers consistent with the general strategy? 

7. Are there problems, both present and potential, which affect the 
operations of the institution, that appear to be related to 
Inconsistencies in the general strategy or in specific decisions? 

The questions shown above are essentially those employed by Hosrrer ir 
his research. In particular, it was a question like number 7 above which 
constituted the core of Hosmer's demonstration of the validity of the 
structure model. He states that: 

The existence of operational problems within an academic 
institution that could be traced to Internal or external 
inconsistencies in the strategy of that institution would 
establish the value of the strategic concept to the academic 
administrator in directing or planning or influencing 
institutional change, (p. 1-6) 

Generally, affirmative answers to the above seven questions woulc 
indicate that the concepts of the structure of industrial planning have been 
successfully applied to col lege planning, and would provide some of the 
needed supporting evidence for the prescriptions in the college planning 
literature. This Is the first of our four research problems. 

To answer the remaining three research problems, the actual planning 
procedures, organizations, and systems must be examined, ano specific 
strategy-making incidents or episodes must be describee. A number of 
questions were raised in this regard, among them: 

I. Does the institution have a full-time planning officer? Wh.it a 
his function? 

?. Does the institution have a permanent planning organlzation(s)? Who 
participates in this organization? If there are more than one, how 
are they coordinated? 
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Does the irstltutlo.i nave a long range ; f_n ? How oflen is it 
reviewed and updated? How widely circulate is it? 

4. How does the incident or episode being examined relate to the long 
range plan? 

b. Who participated in this episode? Which segments of rhe 
institution were involved? Dio they participate jointly or 
separately? 

6. In this episode, to what extent was the rei ati onsr< i r ot this 
strategic issue tc other aspects of the ins1itu1ion consicerec? 

7. What were the alternatives that were considered during this 
episode? Were they known prior tc the episode, or were they 
uncovered as a part of the analysis undertaken? 

8. What environmental factors influenced this episoae? Were these 
factors perceived as relatively benign or threatening? 

From the answers to these questions i1 can be determined whether the 
institution operates a formal planning system or otherwise, and whether the 
synoptic process was employed In the strategy-making episode that was 
examined. Also, those situations or circumstances that tend to produce 
incomplete planning processes can be identified. 

.Base arch Qte^alisiu 

Reviewing the four research questions examinee in this study, they are: 

1. Are the concepts of industrial strategic planning also applicable 
to small college planning? 

2. Does application of these concepts require a formal, highly 
organized, continuouslv functioning planning s* 5t€*p? 

3. Under what circumstances are coi lege planners most apt to practice 
comprehensivr n r synoptic planning, and under what circumstances 

c they apt tc deviate towards incomplete or nun-synoptic 
processes? 

4. What is the nalure of these deviations? 

From the data gathered concerning twelve representative liberal arts 
colleges, sufficient information for a lest of the first two research 
questions was available for eight of the colleges. The data available 
concerning the other four Institutions was insufficient as regards the first 
two questions, but was useful in testing tro third and fourth questions. 

Among the eight colleges thus ex Mned, four fairly distinct patterns 
of planning practice were identified. The first pattern, found ir four 
cases, exemplified the type of formal, highly organized, continuously 
functioning planning system that is so heavily presci ib^d ir tho literature 
on college planning. Indeed, the case descriptions of this prittern w<ro 
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found among articles and publications that typify the prescriptive 
literature. Since such formal systems were designed to fit the node I of 
planning structures, it follows that they provide affirmation of the first 
of our four research questions. (The second question—whether formal 
systems are necessary— Is irrelevant here.) Of course, we must assume that 
the case descriptions accurately describe +he planning systens of the 
subject col lege:,. 

That four of the eight cases examined were found to describe the 
operation of the formal systems prescribed ir the literature dees not, we 
feel, provide any clues as to the exrent of adoption of formal plannirg by 
colleges In general. We cannot infer that anything close to half of all 
colleges employ such systems. Indeed, If we are permitted a guess, we *culc 
say that such formal systems represent a small minority of the actual 
planning practices employed by colleges In general, and that these cose 
descriptions were published because of their relative uniqueness. 

A second pattern, one which may very well be much more prevalent thar 
the first, was clearly seen In one Institution and suggested in the 
description of one other. This pattern Is one that outwardly has the 
trappings an appearances of the formal, highly organized systems called for 
in the prescriptive literature, but where these planning systems are 
employed only In certain aspects of strategy-making and largely ignored Ir 
others. It Is a pattern Involving multiple modes as suggested by the 
Mintzberg article cited earlier. In these cases, f.ie formal planning 
structures were employed for such year-to-year operational planning issues 
as budgets and staffing decisions, but were ignored for certain major 
decisions with longer range significance, such as facilities decisions. 

The usage of a formal system for year-to-year operational plannirg, of 
course, affirms the applicability of the concepts of Industrial planning. 
The real Issue here Is whether strategic decisions can be made outside of 
the formal planning system and still be consistent with the concept of 
strategic planning structure. In one of these cases, the colleqe jcided to 
raise and spend several millions of dollars on the construction of a new 
athletics and recreation facility. This decision was maae by the Board of 
Trustees unilaterally and produced considerable criticism and dissension 
among the faculty, Including those who served on the nominal long range 
planning organizations. The essence of the criticism was that this 
expenditure was not consistent with the pressing needs of the college in 
meeting Its mission. The r eader should recall here that the principal 
question among those used to test the first research proposition is number 
7, i.e., "are there problems, both present and potential, which affect the 
operations of the Institution, that appear to bs related to inconsistencies 
In the general strategy or in specific decisions?" As Hosmer pointed out, 
the -xlslence of such problems "establishes the value of the strategic 
concept" in planning institutional change. The dissension or criticism of 
this facilities decision on the grounds of Its Inconsistency *Hh 
institute j| mission Is an example of seen a problem. We feel, therefore, 
that this case further supports the applicability of the concepts of 
strategic planning even where formal planning systems are superseded. 

A third pattern, seen cleaMy in one of the Institutions studied, wai, 
one where the normal governanc or management system does not include a 
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formal planning organization, but where ad hoc planning groups are created 
from time to time when a need is felt. This pattern would also include 
institutions which may have nomine' planning groups in their organization 
structure, but where such groups do not routinely function or are dormant 
for I ong per iods . 

In the institution where this pattern wcs observed, soon after a new 
president was installed, It was decided to concuct a major institution-wide 
planning effort. Accordingly, a planning organization was created, which 
included representation from all of the constituencies of the college, i.e., 
trustees, administrators, faculty, students, alumni, parents, and the local 
community. Over the course of two years, the organization — through various 
sub- Jommlttee$"produced a long range plan for the college, one which fully 
satisfies all of the consistencies and linkages called for in the model of 
the structure of planning. Enthusiasm for the project was high, and the 
resulting plan document was broadly accepted ana widely distributed. It 
articulated a number of proposals and activities, all of which have been 
implemented in the six years that have passed since the project was 
completed and the organ I zai ion disbanded. It remains the M I oriy range master 
plan" for the college. Interestingly, however, only one of the college 
officials interviewed durlrg this research was oble to produce a copy of the 
"plan"; the others could recall it but had long since discarded rhelr 
cop i es. 

At the time of our Investigation of this col leae, there was no great 
sentiment for a resumptloi of systematic planning. Since the long range 
plan discussed above was now six years old and was evidently no longer beirg 
used for guidance or reference, we sought to determine what the current 
general strategy of the college was. This was discussed with a group of key 
faculty members who seemed to feel that the college hao n dlscernable 
strategy other th -n to continue to do what It has always done, only better. 
They declared thai the college had a "no-strategy" strategy. 

In his seminal mono" ~dph on strategic planning, Ansoff (1965) examir.t-d 
the question of whether an explicit strategy was actually necessary (pp. 
112-118). In so doing, he listed the advantages of a "no-^trategy" 
strategy. Briefly, the advantages were: 

1. The firm would save the time, money, and executive talent which are 
required for a thorough strategic analysis.... 

2. The field of potential opportunities wi! I be ir no wa> 
restr icted. . . . 



3. The firm leaps the full advantage of the "delay principle." By 
delaying commitment until an opportunity is at hand, it is able to 
act on the basis of the best possible information. 



The disadvantages were: 



No rules to guice the search for new opportun i 1 i es. 



?. Enhanced risks of rnah ing bad decisions. 
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3. No way to evaluate or control the overal I resource al local icn 
pattern. 



4. The lack of an ability to an ltd pale change. 

Considering these disadvantages against the context of srnaf< college 
strategic plannirg, the "no-- strategy" strategy or reactive strategy may very 
well be appropriate and useful. Unlike a conventional business, a college 
offers a highly traditional, rarely changing product. There are few changes 
In the technology of delivering higher education. Changes in either the 
external or internal environment are slow In developing and are generally 
easily anticipated. College administrators rarely are confronted by major 
decision situations. Indeed, one of the administrators interviewed 
commented that in this ten-year tenure, he has really made only two major 
decisions, both of which were personnel dec I s Ions — h I r I rg a new Dean ana a 
Business Manager. 

As regards control of the resource allocation pattern, in small college 
operations there are few opportunities for changing or reallocating 
resources. The typical college budget Involves almost entirely fixed costs, 
given the unchanging product mix, tenured faculty, debt service, end stable- 
enrollments. New or expanded facilities are usually only installed after 
lengthy fund raising campaigns, during which the wisdom of the expansion is 
questioned repeatedly. Apparently, this very conservative strategy woulo 
seem to enjoy the advantages described by Ansoff without being appreciably 
vulnerable to the disadvantages. 

This "no-strategy 1 strategy should also be examined using the questions 
employed to answer the first two research problems discussed "arller. As a 
strategy which Involves little change from time-honored patterns and 
practices, considerable consistency Is observed Doth across the strategic 
components and as regards resources and environmental Influences and 
factors. It Is a slrategy built upon the aggregate of operating unit 
strategies (cf. Uyterhoeven, Ackerman, and Rosenblum, 1977, pp. 7-9), 
virtually guaranteeing Internal consistency. As a predominantly reactive 
strategy. It is almost unavoidably consistent wirh environmental pressures 
and resource availabilities. 

As to the existence of or potential for problems which may effect 
operations of the institution, these would probably have to be in the matter 
of the relationship of operating and strategic decisions and practices to 
the mission or goals of the institution. In the college In question, frorp 
time to time disagreements arose within the faculty and administration 
concerning such programs as business administration and the humanities. 
Seme argued that the former does not belong In a "liberal arts" college; 
others decried the erosion of enrollments and course offerings In the 
latter. Decisions concerning staffing and resource commitments in these two 
areas could lead to problems— or at least to dissension. The stated mission 
or purposa of the school — a typical college catalog statement of 
mission — was vague and unhelpful In this regard. 

Overall,, however, the perceived strategy followed by this college 
seemed to be remarkably consistent with .he basic strategic plannirg 
structure modei described earlier. While this may be largely due to 
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consistencies inherent in an inflexible institution following a mostly 
reactive strategy, or to the lack of opportunities for alternative 
activities, the applicability of the industrial planning structure mode I n 
educational institutional planning is clearly here supported. 

The fourth pattern, observed in two of the cases studied, was one where 
no formal planning organization exists and where a single individual 
nominates the strategic decision-making processes. This individual may oe 
dominanl due to the power of his position, such as a president, or due to 
being actively involved in all of the groups, committees, or sub-systems 
i =hlch have strategic s i gn I f icanv.9, such as a dean. In many respects tr is 
pattern is akin to the entrepreneur l al mode of planning described by 
*» ; ntzberg in +he article cited earl I, 

Cohen and March ( 1974), in thei. <^udy of the college president, 
describe several models or metaphors of presidential roies and styles in 
terms of political systems. In terms of their metaphors, it woulc seem that 
this pattern is similar tc a model they term a "plebiscitary autocracy. 11 0* 
th is style they say: 

The president is a decision maker and organizer of opinion. 
Such consultation or assistance as he uses is simply a convenience 
to hirr and imposes no obligation to hiir to foi low the advice. He 
acts on the objectives as he sees them and subsequently attempts 
to persuade his constituency that his role should be continued, 
(p. 39) 

College officials other than the president can effectively enjoy 
similar dominance by virtue of their extensive Involvement in the various 
sub-systems within the college. In many small colleges, a dean or provost 
runs the Institution while the president is primarily occupied with 
fund-raising, community or government relations, or Inter-college 
commissions and organizations. 

The issue here is whether an autocratic or "top-down 11 organization can 
perform the strategy-making function in a manner consistent with the 
concepts of the structure of planning. In such a situation, it wouM seem 
that the general strategy of the institution is whatever the dominant 
individual has in mind. In effect, he Is the embodiment of the general 
strategy. Such a general strategy would therefore be internally consistent 
since the dominant Individual personally supervises every facet of 
operations, ir is consistent with perceived environmental factors since 
that individual is the institution's principal Interpreter of environmental 
influences. It is consistent with specific decisions since the individual 
usually is the one who makes the decisions. It is usually consistent with 
available and potential resources since these are fairly fixed in small 
college operations, and it is this domlrant individual who usually leads any 
drive for new resources. 

It is in the matter of consistency with the mission of the institution 
That problems may arise under such an autocratic system. The autocrat, of 
course, has his own notion of the mission of the Institution and runs it 
accordingly. However, particularly among the small libera! arts colleges, 
there Is an Implicit and accepted view of mission that I* shared by most of 
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those who staff such colleges. Although rarely clearly articulated, there 
Is a general understanding of the role and purpose of such schools. The 
autocrat may find that his position is severely challenged If he were to try 
to move the Institution in a direction that runs counter tc this implicit 
notion of misrion. This situation frequently arises In regard to business 
administration programs which are popular with students and financially 
lucrative, making them attractive to administrators who are trying to 
balance tight budgets. Liberal arts faculties, on the other hand, arc often 
suspicious of such programs, feel threatened by their popularity, and 
frequently challenge their appropriateness as i iberal 3 r i^s programs. 

Thus, while the actions and decisions of the autocrat woul£ be 
consistent with his own view of the mission of the college, and wou I c 
therefore affirm the strategic concept, if the autocrat were to attempt 
strategic changes that were Inconsistent with the understanding of mission 
held by others in the institution, problems would arise. The potential for 
such problems also affirms the strategic concept because It arises out of an 
inconsistency. The reader shoulc again recall Hosmer's prlrclpal test of 
the strategic concept: "The existence of operational prob I ems. . . that cou I C 
be traced to internal ... inccnsl stenc ies In the strategy cf that institution 
woulc establish the value of the strategic concept.... 1 ' 

Therefore, it seems rather clear, in a perverse sort cf way, that even 
the autocratic pattern is consistent with the concepts of the structure of 
strategic planning. 

The two rerna t n i rg research questions are: 

Under what circumstances are college planners most apt to practice 
comprehensive or synoptic planning, and under what circumstances 
are they apt to deviate towards incomplete or non-synootic 
processes? 

4. What is the nature of these deviations? 

In order fo answer these questions, cases describing eight of the 
sample colleges were examined, cases describing twelve distinct planning 
eplso >s or Incidents. Here, we found that in six episodes, the colleges 
employed rather thorough and comprehensive planning processes, processes 
which observed all of the key linkages and interrelationships of the 
planning structure model. We have termed such processes "synoptic," using 
LirdbJom's terminology. 

In five other Incidents, to some decree, the decision-making process 
ignored key linkages of the planning structure model or otherwise failed to 
practice synoptic planning. This resulted in a process that was Incomplete 
to a greater or lesser extent. In the twelfth incident studied, the process 
began as synaptic, but due to circumstances which arose during the episode, 
the process became Increasingly incomplete or non-synoptic. 

Our research task is two~folc: (a) to determine what circumstances 
tend to produce processes which deviate from the synoptic, and (b) to 
characterize those deviations. Several writers and researchers have 
suggested relationships between situational variables and alternative 




processes. Some identify environmental end organizational climate factors 
as significant determinants of planning process. Others suggest That the 
nature of the alternatives themselves affect the procesies that are employed 
ir choosing from among them. Combining the suggestion^ of all of these 
writers, a model can be developed which has process as the aependent 
variable and a function of three Independent variables: environment, the 
nature of the alternative, and organizational factors. 

At the risk of oversimplification, if we eliminate organizational 
factors as a variable since we are examining Institutions which are dl I 
quite similar In most organizational factors — except, of course, for 
organization for planning— we are left with a dependent variable, process, 
and two Independent variables, environment and nature of alternatives. The 
environment can be viewed as ranging from benign to threatening, as 
perceived by the major participants. The alternatives can be characterized 
as either (a) unknown and therefore to be identified In the planning 
process, or (b) known prior tc the planning process. 

Fxamlnlrg those instances where non-synoptic processes appeared, the 
following observations were made: 

A. When the strategic alternatives were readily apparent, the more tf e 
environment was felt to be hostile or threatening, the wore | I kel y 
the synoptic process was used. 

P. When the strategic alternatives were not readily apparent, the more 
the environment was felt to be hostile or threatening, the ife^s 
I ike I y the synoptic process was used. 

For example, one college embarked on a major fund raising campaign at a 
time when no particular environmental pressures were being felt. The 
description of the planning and operation of the campaign gives no evidence 
that anything other than the college's financial dimension was considered.. 
In fact, most of the funding that was tc be raised was to refinance debts 
Incurred for construction and renovation projects already in place. 

Another case described a series of reforms In such areas as budget, 
staff, curriculum, and recruitment and admissions, all of which were 
conducted sequentially, I.e., the administration gave Its attention to those 
ureas, one at a time, not moving to the next area until one was studied and 
reforms installed. These reforms were developed at a time of severe 
environmental pressures and without known options prior to the process. 

A third college, feeling severe pressures from Inflation and declining 
market population, undertook to examine both its educational programs ana 
Its recruiting activities, but with no cooralnatlon or communication between 
the two planning groups that were charged with these two projects. In fact, 
the two groups were specifically forbicden from sharing their findlngb or 
assumptions until their work was completeo and proposals approved. 

In another case, a major educational program was aoaed to the 
curriculum with little <3r no consideration of Its Impact on enrollments or 
staffing. The program was addea at a time when no particular env ironmentei 
pressures were being felt. It has since become the major program operafeo 
by the school and unquestionably of strategic significance. 
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In perhaps the most interesting case, a major project was undertaken at 
another college, a project which set out to consider possible reforms of 
virtually every facet of the college, including curriculum, student 
residential life, governance, and recruiting. It was begun at a time when 
no particular environmental pressures were oelng felt. But durirg the 
course of the project, the environment became increasingly threatening and 
the project became one of curriculum reform alone, as the other aspects were 
abar^oned. Thus, a planning activity which began as a synoptic process 
became non-synoptic as one of the situational variables changed. 

It Is significant that each of the above non-synoptic processes 
produced a strategic decision that has apparently been successfully 
Implemented with beneficial results. 

In developing his seminal theories of Incremental Ism, Lirdblom 
characterized the process of analyzing and planning strategic change as a 
continuum ranging from the synoptic at one pole to the "grossly incomplete 11 
at the other (1979). Towards the latter pole are a variety of processes 
including various forms of Incremental Ism, "seat of the pants" 
semi-strategies, and Ill-considered, often bumbling Incompleteness. 

In our studies of the processes followed by our sample of colleges, 
three of the Incomplete or non-synoptic processes observed seemed to be of 
the sort that Qjinn (1980) calls "logical incremental ism." Here, 
sub-systems of the college perform strategy-making activities as regards 
their own areas, bu+ are careful to Integrate their analyses and plans with 
the needs and activities of others. There were, however, some instances of 
what might be termed "disjointed Incremental I sm," where planning activities 
were conducted in one aspect or sub-system of the college with little or no 
consideration given to the other aspects. No instances of "grossly 
incomplete" processes were found. 

The process continuum that Lindblom suggested might therefore be 
thought of as having the synoptic at one pole, followed by logical 
incremental ism, then disjointed i ncremental i sm, with the grossly Incomplete 
at the other pole. More study Is needed to determine the point on the 
continuum where the limits of satisfactory planning process lie. 

Conclusions 

Based on our study of the planning activities of twelve representative 
colleges, it would appear that the concepts of strategic planning structure 
developed for and employed by profit- and growth-oriented Industry can also 
be successfully used by small, private, liberal arts colleges. 

Furthermore, and perhaps more importantly, we found no evidence that 
application of these concepts requires a formal, highly organized planning 
system. The concepts of planning structure also seem to be successfully 
employed in informal, unstructured systems, or in ad hoc planning episodes, 
or even in institutions dominated by a single strong autocratic indivicual. 
The essentia! elements of the strategic planning concept are the 
interrelationships in the model and the consistencies oetween the strategy 
developed for the institution and Its Internal and external environments, 
its existing and potential resources, the specific decisions made tw its 
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managers, and its mission or purpose. While the purpose of the formal 
planning systems that are so Heavily prescribed is to ensure that these 
interrelationships and consistencies are thoroughly considered, there is no 
apparent reason why these interrelationships and consistencies cannot be 
thoroughly considered by informal or ad hoc planning approaches, or for that 
matter, even by autocratic administrators. This we feel is important 
because formal planning systems are not only expensive to install, staff, 
and operate, but they also have a tendency to become an end ir themselves 
with their procedures £.nd paperwork becoming a bureaucratic chore. 

Our investigations also provided some evidence that college planners 
may tend to deviate from processes that are fully consistent with the 
concepts of strategic planning structure under certain conditions of 
environmental pressures or whether the stralegic alternatives are known or 
unknown prior to the planning effort. These departures seemed to be forms 
of incremental !sm which, in the cases examined, did not appear to result !n 
unsatisfactory or incorrect strategic decisions. Nevertheless, cur findings 
in this area should serve to alert those who perform strategic planning for 
colleges that there Is a tendency to depart from the preferred synoptic or 
comprehensive approach to planning when (a) alternatives are readily 
apparent and no particular environmental pressures are perceived, or (b) 
alternatives are not known In advance and environmental pressures are 
threatening. Whether the use of formal planning systems can prevent 
deviations from comprehensive planning under these conditions is not clear 
from the ev Idence. 

We have been critical of the prescriptive literature on college and 
university planning because it offers its prescriptions generally without 
supporting evidence. Our purpose here has been to provide some of tha!" 
evidence. While we feel that our findings generally support the 
applicability of Industrial planning concepts to higher education, and 
therefore have strong normative implications, we offer our findings strictly 
descriptively and acknowledge that mu< more evidence is needed before 
conclusive proof can be claimed. 
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Abstract 



Cost-benetIt analysis nay be used as a heuristic framework for rationalizing 
the often confused tnlnking surrounding academic planning at state and 
multicampus levels. To illustrate the utility of this approach and to contrast 
it with prevailing approaches to program review and analysis, we have applied it 
to the termination or cutback of doctoral oegree granting ' -ograms at the 
University of California. Our results show that this framework can be useful for 
identifying and analyzing data relevant to academic planning decisions. We also 
make some suggestions about how this kind of analysis can be promoted and ought 
to be used. 



For many years educator? and many government officials cc r> ce rn .ed with higher 
education policy in California (and elsewhere), faced with a burgeoning demand 
for graduate education and its products, seemed to assume that more and bigger 
graduate programs were worth whatever they cost. The real constraint on growth 
was not demand or even currently available funds, but the ability to build 
buildings, hire faculty and organize programs quickly enough. Now, the need for 
more and larger graduate programs, or even all of the existing programs and 
students, appears to be much reduced relative to other demands for resources. 
There is much more interest in costs, "unnecessary duplication" of programs, and 
cost savings possibilities. 

This set of concerns suggests the applicability of a cost-benefit analysis 
approach. Analytical difficulties resulting from the numerous i nterdependenc ies 
and jolntness problems that characterize graduate education and difficulties in 
measurement on some of the dimensions of interest 2 render the rigorous 
application of the approach infeasible, at least at present. However, the basic 
ideas underlying the cost-benefit approach turn out to be very useful 
heur ist ical ly in rationalizing and integrating the usual disjointed thinking in 
th is pr ob I em area. 



The various issues often conceptualized by educators under the rubric of 
"needs" — labor market demand for program graduates and "societal needs" for 
graduate programs and their products, "needs" arising from student demands fo« 
admission, "institutional needs'' for graduate programs and students to assist in 
accomplishing olher institutional missions, concerns about "unnecessary 
duplication," even quality concerns — can all be conceptualized in terms o\ the 
benefits concept. The need concept conveys the misleading idea of an al ! or 
nothing choice — a program is either needed or it is not—while the benefits 

iThis paper is largely based on [37j. The author would like to thank I. 
Thompson for helpful suggestions regarding this paper and the earlier study. 
2Fo" a comprehensive discussion of these problems, see [20j, also [2/J. 
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concept facilitates the analysis of the utility of Increments (or decrements) of 
benefits and their relation to incremental (decremental ) costs. We now consicer 
how the several dimensions of "need" in regard to graduate education can be 
analyzed within the benefit-cost conceptual framework. 

labor Market Demana 

Human capital theory [3], [?4] provides a useful conceptual framework for 
assessing an Important class of benefits resulting from graduate eaucation, 
Normetlvely, the theory tells us that program and enrollment decisions should 
respond to signals from the labor market. When job opportunities and starting 
salaries for graduate degree-winners in a particular field increase relative to 
those In other fields, capaci+y should ( ceteris paribus ) expand for these market 
signals Imply that the social return on investment In graduaTe training in the 
field Is Increasing. From the standpoint of graduate program planning and 
decision-making, this means, of course, that indicators of job market strength 
should be monitored and taken Into account in program and enrollment decisions. 
But this seemingly straightforward prescription can be quite difficult to 
interpret properly. 3 

The most obvious and specific market i nd icators— types of job placements and 
starting salaries of program graduates— are useful but inherently limited guides 
for program and enrollment decisions. For proposed new programs there are no 
directly relevant placement data (though data from similar programs already In 
existence can help give some sense of the market). Where placement data are 
available — and remarkably, they are often not collected systematically at 
present—they still cannot tel I us about the future for which we are planning. 
Labor market conditions can change drastically in the five or more years required 
for most entering graduate students to complete the doctorate. 

Labor market projections, the obvious answer to this difficulty, tend to be 
crude and difficult to interpret from the standpoint ct Individual program 
decisions. In only a few fields are methodologically aaequate projections 
available at the discipline level, and these are offen one-time analytical 
studies by academics, not regularly updated, widely available reports. 4 | n 
general, projection analysts make little attempt to model critical macroeconom ic, 
political or market response variables; thus even their M best guess" projections 
often do poorly as predictions. 5 Also, the projections are littie informed by 
any systematic study of recent adaptations — In the present case to apparent 
"oversupply" of doctorate-hol ders— or by any serious analysis of where 

3 See [11 a] for an excellent discussion of some of the analytical problems 
invol ved. 

*See, for example, [12] and [13]. The National Science Foundation has 
published Ph.D. supply and demand projections for science and engineering every 
four years or so for the last decade [32] [33] [34] [35] and these have become 
increasingly sophisticated. But the field categories used in these projections 
are still quite broad (engineering, physical sciences, life sciences, 
mathematics, and social sciences). 

5This is not to say rhat the tasK of modeling these disparate and complex 
processes Is easy. Also, It should be noted that efforts to model market 
response processes are in progress. See [33] [14]. 

6The author is presently studying aspects of these questions as part of a 
national study of the changing role of posfdoctoral education. For a progress 
report see f36] and [36a]. 
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u enr ichment 1 ' ends and "underemp I oyment" begins, 6 In many fields, evidence of 
substantial underemployment of Ph.D. -hoi ders was less than clear as late as 1979 
[17], the latest year for which currently available survey data have been 
pub I I shed . 

We should work to improve the quality and timeliness of market projections 
for they are essential for good decision-making at all levels. These 
projections, together with a seasoned assessment of a program's "strategy" anG 
its ability to execute it successfully, are all that we have to forecast 
market-related benefits. Fortunately, strategies and allocations can be modified 
as time goes on jj_ up-to-date placement and market forecast data are available. 

Student Demand 

"Overall graduate applicant demand to University of California programs 
continued to grow in the early seventies. This caused some concern at the state 
Jevel, for there might be considerable opposition to efforts to cut back program 
and enrollment plans on labor market grounds if student demand remained strong. 
Not surprisingly, however, the author's subsequent investigation showed that, in 
general, on a program-by-prograr 'as is, applicant demand in the arts and sciences 
fields was decl Inlng. 

Application patterns over time seem tc be generally consistent with the 
tenets of positive human capital theory. That Is, students tend to turn away 
from fields where they perceive that the return on their investment in graduate 
education is declining, and to maintain or increase Interest in fields (such as 
medicine and business today) where the return on investment is stable or growing. 
Thus applications trends by field are one useful barometer o* labor market 
developments, although there are some Important caveats that must be kept in mind 
in using them for this purpose. 7 

In most University of California departments at least (and most other 
universities would probably report similar experience) there woulc appsar tc be 
no serious conflict between the general policy prescriptions of a policy based on 
apparent market demand trends and one based on student demand. In cases where 
applicant demand remains consistently high in the face of clear evidence of weak 
market demand for graduates, decision-makers must decide just what ii is worth to 
try to meet student demand that does not appear to be justified by labor market 
demand. If other, non-market-related benefits of additional enrollments (such as 
those discussed below) are negligible ^na expansion is costly, most government 
officials, probably consistent with the priorities of most of the electorate, 
woulc likely judge the benefits of expansion not worth the opportunities 
foregone. 8 Where the issue is whether existing programs should be cut back ir 

7| n particular, there are problems with student information, in some fieics 
especially; lags between marKet changes and student responses; factors, such ds 
broad changes In student values and tastes, essentially unrelated to the i abor 
market t k it influence patterns of student demand; and, if application trends are 
used explicitly in administrative decision-making, proolems with integrity and 
comparability of applications data. 

8Although it should be remembered that costs to the public purse could be 
reduced by raising net fee levels in such fields. Such a poMcy could both test 
the seriousness of student demand and provide some resources tc finance 
expans ion. 

9lt seems likely that most such problems would disappear in time, especially 
with the aid of field-specific market projections and the provision of data tc 
students about the costs and risks of gradate study. We will have mur* 1 to say 
on this point I at - . 
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size if student cer ^ fV'sts but market forecasts are bleak, 9 the problem tends 
to be more corr»p I i ^ ^ .s we shall see in the following sections. 

benefits Resulting 1i m Impacts on Other I rst i tut iona i Missions 

Under curr?nt circumstances In the markets for students and program 
graduates, It !s quite clear that neither student nor market aemana is adequate 
iO justify some graduate programs, at least not at their present or planned size 
and cost. Yet, universities continue to argue that bstantia! graduate programs 
!n a number of low-demand disciplines are "needed. 1 * Do these arguments have any 
substance or are they merely sel f-serv Ir.g apologies for avoiclrg the pain of 
desirable retrenchment? 

Again tt.e benefit-cost framework is helpiul. The academics' argument is 
essentially that strong graduate programs, usually at the doctoral level, are 
necessary for an institution to serve its other missions on behalf of the puulic 
effectively. Most fundamentally, the argument is that without a range of strong 
doctoral programs, the institution will be unable to establish the intellectual 
climate and reputation necessary to attract a quality faculty. Without a quality 
faculty it will not be able to serve any o* its purposes sati sfactor , i y . 

For some kinds of Institutional missions, this Mne of argument may make 
considerable sense, up to a point. If one of an irv. ' rution's missions is to 
insure that a doctoral program of high quality is available In the state in every 
recognized field of learning and scholarship at public unhsrslty tuition levels, 
then it may be necessary to maintain suostantial cepartments somewhere in the 
institution in some 'i^lds where ^d alone would not justify them. If 
wide-ranging basic research is par. _ campus's mission, doctoral programs in 
+ne basic disciplines w MM almost u, .ainly be necessary. If it is regarded as 
part cf the i nst i tut i on 1 s f m I ss ion to be prepared to responn expeditiously tc 
societal cemands for research and highly-trained people, L may be necessary to 
sustain capacity in fields where np* needs may develop suddenly that woulc not be 
justified on the basis of current demand levels And, some would araue that tho 
commitment to provide extensive craduate professional education requires a large 
complement of high-quality progress and faculty — which would usually imply 
doctoral programs — in the underlying disciplines. Indeed, some woulc argue that 
quality and "campus balance" b/ definition require that corinr^\ programs of 
substantial size be maintained on each campus ir ail the basic disciplines at 
I east. 

Certainly policy-makers must consider the impacts of decisions about 
doctoral programs and their size on other institutional missions. However, there 
^ay be other ways to achieve some of these goals that do not require the 
naintv ance of substantial resources in doctoral education thot would nor 
otnerwli^ be justified. For example, there is ample empirical evidence that Lr.h 
quality in doctoral education csn be achieved by departments with relatively 
small complements of both faculty and doctoral students. 10 The key to such 
success with limited resources is careful planning of faculty niri r g and acaderic 
spec i o I i zat i on. i 1 



lOThis was o major finding of the American Counc i . ^n Education's widely 
publicized studies of quality in graduate programs [8aj and [27j* 
11 See [37, Chapter Six]. 
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Another case In point is the problem cf planning so as to be prepared to 
move expeditiously into areas where jrgent new .ocietal needs, student cemanos or 
important intellectual developments may occur. In a multlcampus university, this 
Is a sy.em objective; It is not necessary for each campus to be prepared to gear 
up quickly in each area of knowledge. Moreover, it is possible to identify bread 
areas of study where such developments are more likely and more likely tc result 
in large benefits if they are seized upon quickly (and in I erge social costs if 
they are not). Generally speaking, it is in the natural sciences and engineering 
vhere sho *ages of highly-trained people are most likely to develop suddenly and 
where such shortages are likely to h:we the highest opportunity costs--e.c. , lest 
opportunities In medical or industrial research applications — or i rrmed iatet y 
catastrophic consequences — e.g., in the case of failures to develop aiternat. 
energy sources or cart! quake prediction capabilities rapidly enough. Hence the 
argument for maintaining capacity in excess of evident demands is stronger (at 
least c the benefits side) in some of these fields, and academic planning should 
take this into account. 

Finally, higher education policy-makers should not regard statements of 
institutional "missions 11 as written in stone. Institutional goals can and ought 
to '9 reconsicered and appropriately redefined as conditions change. For 
instance, the goal of providirg academic programs on the doctoral level in every 
field of recognized scholarly importance might be modified In light of strirgent 
fiscal circumstances. The state coula seek to provide the educational 
opportunities for its citizens implied bv this goal by negotiating witf private 
institutions in the state or with a public institution in a nearby stale to 
subsidize the attendance of qualified students enrolled In a p^ogr^m not 
available Ir. the state's own public university system 

Another possibility for multicampus systems would be to redefine, at least 
for some years, the missions of one or more campuses currently supposed to 
emphasize research and doctoral education. in analyzing such a proposal, the 
significant economic benefits of academic research!? should of course be 
considered and the campus strategy for developing or maintaining successful 
doctoral programs carefully assessed in light of the data available. The 
presence of graduate professional programs on a campus may well justify some 
doctoral programs In underlying basic disciplines, but the number of disciplines 
required for any one professional program will be limited and large-scale 
doctoral programs should not be necessary on this ground alone. 

Finally, in some states It can be argued that reducing the number of 
research and doctoral education-oriented campuses limits under graduates ' 
opportunities unduly. The argument here is that students generally have many 
more choices of institutions devoted primarily to undergraduate education than 
they g o of institutions with a research-oriented Intellectual climate. Perhaps 
in soi.,e slates such opportunities should not be further limited. Cer fairly tM:> 
consideration sheula not be dismissed out cf hand. 

Benefits of Competition and Diversify 

A *ew additional considerations that may have genuine p-crh In stnport ct 
developing or maintaining doctoral level programs on several campuses should be 
noted. First is the matter of the benefits of competition. We K?ar n.,c h #jboui 



1/See for example, [ ?3j. 
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the evils of duplication of programs in higher education (ana other public 
program areas), but little about the benefits that can result from competition 
among programs. Recent theoretical work, including some concerned specifically 
rHJl 5 edu " + i on ' su 99ests that if revenue schedules are properly deslonec, 
[19] [26] 0 [28i y C^] r9 SUt>Stantial efficlenc y benefits under seme circumstances 

One important benefit that some "duplication" of programs in the 
nominal field may bring Is diversity of focus f.s department? seek to 

t!lZ?J\T th6ir ,,pr ° duCt '" This 9 ives 5tu <>en1s and sponsors more choice ard 
probably improves responsiveness to student and societal neecs and intellectual 
developments. Loss-established programs are probably likely tc be more 
innovative as they look for their place in the sun. 

These points merit careful analysis when decisions are mace aoout campus 
plans ,n specific fields, but it must also be remembered that no state university 
is an Island. The requirements of adequate competition and i nnovati venes* may be 
well served in some instances by virtue of the presence of similar programs in 
private institutions or in nearby states. 

Penef its and "Cual Ity" 

Educators and higher eoucation policy-makers have always talker a creat 
about the importance of "quality" in educational programs. This traditional 
concern with quality has survived into the present period of heavy emphasi 
programs. Indeed, some quality threshold is offer, established that must be 
crossed, in theory at least, if a program is to "pass" a program review. 

Unfortunately, the emphasis on quality has often been too narrow and 
otherw.se inappropriate for guiding the efficient allocation of resources Mar,* 
doctoral program quality assessments aone within institutions or by ou+si<^ 
professional bodies focus almost entirely on input and process concerns— i .e., n n 
the apparent adequacy of various kinds of resources, curriculum and oroanizat.cn 
studenf qualifications, etc.— rather than the results and impacts of the 
enrerprise. To the extent these input and process variables are related tc 
results and impacts, there may be no problem, but the nature uf tf-e re! *-tio»i'r . p 
in many cases is tar from clear. 

One notable exception to this line of criticism is in the area of r C(f , a r C ,, 
Virtually all quality assessments of programs at the ooctoral level— and 
especially the r tional natlngs that are published from time n time and wl ir> 
have considerable influence with state officials and the highen education 
communi1,-give close attention to the research capabilities of the department 
under scrutiny. This is clearly important for any assessment of the researcl ~ ,< 
intellectual contr ILuf ions the faculty, students and graduates are likely tc 
make, and hence for evaluating one very important cimension rf the heneri^ 
+ he program. 



on 



But graduate programs have other objectives, and hence r,a> prccutr cTh- 
Kinds of benefits. These ane fnequently given short shrift when son* arbitrary 
standard of "academic quality" based primarily on conventional input and resean t 
criteria is applied as a threshold thaf must be crossed by each prc.gr* that i 
to survive. 




Certai niy at the Master's level graduate programs can serve usefuJ purposes 
and markets (i.e., can have benefits) that are not necessarily reflected in 
que *ty assessments based on a strictly research-oriented mode!. Even at the 
doctoral level it Is worthwhile to look at the actual performance of " lesser 
quality" doctoral programs in terms of the quantity and impact cf the applied 
research and professional work they do, the career success of their graduates, 
ano their success ir attracting students before concluding that they shoulc be 
eliminated for lack of "quality." It is clear tnat some doctoral programs serve 
different purposes and different markets than those at Harvard and Berkeley [8j 
[251 l.37j. In many cases, it remains to be shown that this ser/ice is not worth 
what it costs, at the margin. Clear i y the market—for graduates, for research 
and professional services of faculty, and the competition for students — shou I d be 
an Important test of a program's quality. 

The Cost S ice 

Ml th^ considerations and data on the benefit side of any prognn or 
enrc ,nent .eve I decision must be weighed as a oackage against the costs 
associated with the decision at the marglji. This last point seems to be a 
difficult one for many higher education decision-makers, including those at the 
h ate level, to understand. Perhaps owing to the design of university cost 
accounting systems and the pervasive use of formula-type budgeting tools, 
dec "s ion-makers sometimes overlook the fact that incremental (or decementd!) 
costs (and benefits) may differ sharply from historical average values, rhe 
various interdependenc ies and otner complexities on the benefits side of 
ce slons about doctoral education were discussed in the previous section. There 
a-e similar complexities with respect to costs, which we consider below, 
ignoring these complexities will almost always lead to reallocation of 
resr jr ces. 

Under present circumstances it is common for state-ieve! policy-makers and 
b'j-iget officials (and sometimes university admmin i strators) to overestimate the 
costs of new graduate programs and enrollment increases, and to similarly 
exaggerate the savings from program and enrollment retrenchment. In the current 
environment, most academics have learned that new doctoral program proposals must 
be designed to utilize, to a large extent, existing campus resources if thoy are 
■o have any chance for approval et higher levels* Thus many proposed new 
programs these days are interdisciplinary in nature and often seek to utilize 
resources already available on the campus or on a nearby campus or research 
facility. In these circumstances, a considerable number of new students may 
sometimes be accommodated in existing courses and facilities with little or no 
increase in faculty, 13 library, and other costs. SimM /, proposals for new 
doctoral programs are often "piggybacked" on existing Maker's or, occasionally, 

1 'Linkages with research programs, particularly- in trie natural sciences, w ; U 
often provide access to postdorforal research associates who can to somu extern 
substitute for faculty, especially in supervising graduate student research. 

Mlrideed, arguments of this kind can be so seductive when made by "experts" ir a 
fieM to generalists who review proposals that review r ocesses neec to beware cf 
the "foot in the door" tactic of resource acquisition used by program proponent:-. 
The proposal is sold initially as oelng virtually costless buf turns out to be 
quitu expensive as the program develops. Independent but expert consultants in 
the review process can help here. The Key analytical issuer In regard to cost 1 - 
are the validity of the assumptions about the starting point (for example, 
rese^ch programs counted on for key support may be supported mostly b\ 
unreliable "soft" money), and the need to bo fully aware of how far thu 
department or Institution real ly plans to try to go in devcJcpinq the prr«,rar> k 
^ Its own "standards of quality." 
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Equally important is the fact thai increased graduate enrollments in a 
department without graduate students or with relatively few graduate students per 
facuny member can help pay for Ihemselves vie cost-of-educat i on allowances 
sometimes attached to graduate fellowships and vie input subst I tut ion. 1 5 Tne 
latter occurs when a department substitutes much cheaper graduate student 
assistants for faculty in some teaching and research tasks, thus freeing eAisti^n 
facul:y for graduate teaching and revenue-generating activities like preparing 
research grant proposals. 16 Unless a department already has a large number of 
graduate students, increaseu numbers will normally add to its research 
productivity and thus to its reputation and Its attractiveness to students, 
research-supporting agencies, and other sponsors. Also, it should be noted that 
adding modest numbers of graduate students to a department with an existing 
doctoral program may not necessitate adding faculty if the students can be 
accommodated in existing courses and current faculty can handle the additional 
advising load. These subtle cost considerations need to be exolored carefully 
(but often are not), for they can sometimes reuuce the net incremental costs of 
enrollment expansion far below historical average costs. 

On the negative side, some of the same considerations tend to reduce cost 
savings possibilities from program and enrollment cutbacks well belcw wl-at one 
(for example, a state budget official) might'expect on the basis of historical 
cost data. Graduate enroUment cutbacks reduce revenue and, where most graduate 
students are employed as part-time research and teaching assi stani^J? will 
probably reduce research productivity (thus reducing revenue potential and making 
It more costly to attract good faculty) and Increase the average cost of teaching 
undergraduates. Given that high proportions of faculty in most departments are 
tenured and that some provisions almost certainly have to be made for malntainirg 
an Intellectual "critical mass," enough faculty to cover the various subfields of 
each discipline, and to provide for bringing in some "new blood," there may be 
very limited possibilities for substantial cost savings short cf abandoning 
programs entirely or accepting sharply reduced quality. Even if abandonment 
seems justified on grounds of low current benefits, substantial cost savings take 
several years to materialize as even most untenured faculty have multi-year 
contracts and there are students "In the pipeline" who must be allowed to 
complete Their programs. The substantial savings that could accrue from the 
release of tenured faculty are subject to large political and legal 
uncertrlnties. 

Finally, in some fields at least, it is worth considering the possibility 
that, before significant cost savings have materialized. It will be necessary to 

15For a full development of the argument regarding input substitution, see [10]. 

16Extramura! research funds generally provide the university with substantial 
unrestricted Income beyond the direct costs of the project. Research funds can 
also pay portions of faculty members' salaries and support graduate students and 
provide them with training opportun ,+, es, thus relieving the university's genera! 
budget of these costly burdens. Research funds may also pay tor postdoctoral 
associates who can relieve faculty or some current teaching or at least reduce 
the need for more faculty. 

1?This 35 found to be true at many of University of California's developing 
campuses, where graduate students tend to be scarce relative to faculty demands 
for them. 
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gear up graduate programs again to mert new demands. Analysis should seek to 
assess where This Is a serious possibility and weigh the net costs of maintain irg 
some excess capacity for a time agalr.rT the costs and difficulties of gearing up 
rapidly in a context of urgency where others would also be bidding for faculty 
and students. 



The study on which this paper draws [37] gathered and analyzed extenbive 
cata on each of the elements Indicated in the policy analytical framework 
presented above. The findings and conclusions on the key Issues are summarized 
below. The findings were a mixed bag — overall, not what either side claimed or 
expecteu. 

Review of the then-extant Ph.D. supply ana demand projections [ij [9] [30] 
[32] suggested a generally bleak prospect for substantial numbei cf 
doctorate-winners for some years to come (at least through 1985) if they all 
sought the t;nes cf jobs traditionally filled by Ph.D.s. 18 however, these 
analyses did nor take into account in any systematic way the likelihood, effects, 
or desirability of marker adaptati ons-- In particular, In regard to types of 
placements — to the relative abundance of Ph.D.s, or the probable effects cn 
placements of major shifts !n research and development spending patterns. 
Moreover, no distinctions were made regarding prospects for Ph.D.s frorr 
institutions of different status levels. Since these matters are of major 
importance for sound decision-making about doctoral programs, the projection 
sutdfes were of only limited usefulness for the purposes of the study. 

Exhaustive analysis of Ph.D, placement trends from hundreds of University cf 
California departments on six campuses in the full range of arts and sciences 
fields and engineering was undertaken . 19 The available data had important 
limitations and findings differed substantially across fields and campuses [see 
37], But in general, in the sciences and engineering there was virtually no 
evidence cf unemployment of UC Ph.D.-wI nners and little unambiguous evidence of 
significant underemployment, although new Ph.D.s did seem to be taking longer tc 
find jobs. Some signs of market adaptation seemed to be showing up as more 
Ph.D.s moved Into what had formerly beer unusual types of professional jobs for 
them. 20 j n the humanities fields the picture for the new Ph.D.s seemed to be 
considerably bleaker with fewer signs of apparently successful adaptation, and 
more indications of prolonged unemployment and likely underemployment. 

18|t should be noted that more recent projection studies [6 J [21] [33] come tc 
essentially the same conclusions and share e jentialiy the same I imilations as 
the earl ier ones. 

I^The major source of data was the National Research Council's annual Survey cf 
Earned Doctorates, which collects data from virtually all doctorate-winners from 
U.S. universities at the time they file their Ph.D. dissertations (see [if-]). 
Data were also col I ec ten from a rumber of individual doctorate-producing units in 
the University of California. 

20Data on Ph.D. employment nationwide Indicate that this trend has accelerated 
since the middle seventies [17] [18]. While the available data on this are 
helpful, the job and employer categories are too crude to permh the kind of oerp 
study that needs to be done of the character of the new kinds of jobr Kh.L.s ^re- 
taking and of their performance In them. 
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I hc analysis revealed unexpectedly small aifferences between Ph.D.s from 

an^rInt?I S n 0f , dlf er6 ? t qual,ty lfevels ln the "kellhood of securirg an 
apparently professional position upon graduation. The small magnitude of the 
differences seemed to be Oue to the fact that Ph.D.s from different types of 
I e Jnuir^t 6 rr d , d : fferent market5 ' The Piling trend was not. as many In 
InstilutL h Y °!k ' ° rnia ex P ected ' "displacement-, of Ph.D.s from lesser 
\ntlr 2i!Tf Y fr ° m m ° re di£tln 9 ui£ hed institutions in faculty jobs at 

lower status campuses, community colleges or secondary schools. Rather, more 

tvzir u- r g! r r, : g pn : D - s u ™ aM status ,evei£ ^ ^t ng i„ tc ^ru. 

record, nVTul V "VT '" 9 profe55ional J ob5 ' Examination of the placement 
ctlZt.nl J k T * I 9t the ,,devel °P in 9" L'C campuses indicated that most 
mSrln t \ 5 t0 66 hO ' 0in9 th6lr ° wn ln findir, 9 Professional-level 

consulting re '' earCh ' government, industry, the nonprofit sector or 

Analysis of available, mostly conventional, indices of quality of 

^hlrr!l^ 9r r tinq depar | ment - at the developing campuses showed that few were of 
embarrrss.ngly poor quality by these standards, and that such Trends as couic be 
dj^erned from the available indices were generally positive. Many departs? 
It was discovered, had apparently seen the futlllxy of imitating Berkeley and 
were trying to implement a more selective development strategy. Examination of 
TJ\qixTa T endS SeVera ' f,e ' dS ° n four of the developing campuses through 

IddI llllut C f 65 19/ ?' 75) 9CademiC year 5howed that in m ° s+ programs, 

appl cat ons were level or declining, and many progress appeared to be accepting 
nearly all qualified applicants. This fact, together with the thin fiscal diet~ 
being provided by the state,* made substantial gracuate enrollment increases in 
the foreseeable future seem unlikely. 

The very limited new resources available meant that the University could not 
fund new programs or enrollment expansions on its own without terminating an " 
TrlllJll P ^° 9r !? ° r t9king advanta 9 e of the kinds of complementarities between 
graduate education and other departmental activities mentioned earlier. Analysis 
of teaching, research and graduate enrollment configurations at the developing 

TrZ^l i" d ! Cate V!! at T COStS ° f modes+ ,nCre - 3e5 in some departments wouTc 
probably be low and benef its substantial. Where Qualified and properly informed 
applicants were available, it was concluded that enrollment growth should not be 
opposed by the state. A similar conclusion was drawn regarding new prrqrams 
brought to the California Posfsecondary Education Commission for review, as I onq 
as these were to be funded from savings achieved elsewhere within the Unlversltv 
Where net increments to graduate enrollments (and thus to enro I Iment- 1 i nked s+cte 
resources) system-wide were anticipated, a full-scale analysis of costs and 
benefits along the lines proposed earlier, and involving the University the 
Department cf Finance and the Postsecondary Education Commission, wo'i 1 c be cal led 

The approach and broad conclusions of the analysis of tre cost savings 
potential, i.e., the benefits, of graduate prograr, and enrollment cutbacks wa< 
outlined earlier. Basically the conclusions were that savings in the shcrl run 
were likely To be very sma' ; that savings in the longer run depended in a number 
uf tielos on uncertain future needs that would be very costly to meet once 

21 in -particular, by the early 1970s the state had stopped weighting -radiate 
students more heavily than undergraduates In assessing tN- University's bodoeterv 
needs. ' ' 1 
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programs had been sharply cut back; and that there were likely to be substantial 
costs on a variety of dimensions associated with major retrenchments. Thus the 
overall conclusion from the analysis of the University of California situation 
was that programs In fields where new demand could well arise In the foreseeable 
future22 should not, in general, have resources cut back until there had been 
several years of very weak applicant demand, in fields such as many cf the 
humanities disciplines where market demand was clearly very weak, and likely to 
continue to be so, and ihe applicant poo! very thin, some suDstantial enrol imeM 
cutbacks seemed to be called for (though resource savings wouic generally be 
modest except perhaps in the very long run). Even here given the University's 
mission in terms of quality of scholarship, there seemed to be little point in 
terminating doctoral programs entirely In most cases since the presence of even a 
few (properly Informed, of course) doctoral students in a department has 
substantial benefits and neeci not be costly. 



There has been an undeniable increase In recent years In government's 
demands for more accountability on The part cf the universities [11] [15J. 
Essentially this means more information about and more control over the plans and 
spending of the institutions. Doctoral education Is a central concern of thos? 
who believe the universities spend too much money and spend It In the wrong 
p i aces. 

On many issues, and particularly these days in the planning ana review of 
graduate programs, the state and Institutional perspectives conflict. The stare 
government is in the better position to weigh the claims of higher education 
against other claims, Including those for tax relief. The Institutions 
undeniably have vested Interests to protect and no doubt the same exaggerated 
view of the importance of their own activities as other organizations. But their 
considerable independence, breadth of perspective, and large stock of expertise 

Ive them a unique capacity to take the long view of societal needs and 
opportunities. This is a roie that no governme or other major Institution in 
society plays very effectively. A considerable dang*.* in the present context is 
that state officials wiii give too little weight to long-run and hard-to-measure 
benefits considerations in their haste to save money now. 

More influence might be gained for the universities 1 perspectives on these 
issues If they were somewhat more insulated from immediate political pressures. 
Moves In this direction, however, are probably infeaslble politically in most 
states and may invite a lack of responsiveness to legitimate public concerns on 
the part of the institutions. Indeed, one must have considerable faith In both 
the wisdom of academics and the broad congruence of academic and public values to 
urge, within a democratic philosophical framework, further insulation than 
obtains in, say, California, under current constitutional arrangements. 



22 1 1 should be nured that, l r addition to large uncerta i n t i es on the demand 
side, annual U.S. Ph.D. output in many science and engineering disciplines has* 
declined substantially since the early 1970s [163. Thus, largje Increases in 
demand may not be necessary to produce perceived manpower shortages. In 
engineering, for example, doctorate output has declined some thirty percent in 
the last decade [18], which explains in large part why relatively modest cemono 
growth has produced a serious scarcity of Ph.D.-trai ned engineers toda 7 . 
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ii Sh0r J of ma J° r structural change, then, one can only urge that state- level 

«nio?Cnif S ,T +h ? W,Sd ° m ° f leavln 9 mcst decisions about programs, 
enroments internal resource allocation ano management to the Institutions 
within a politically-determined overall budget constraint and with some 
men torlng of the institutions' decisions. An incentive structure that permits 

tl, 7 tral Zat '?I ° f a|locat ' on ^d management dec .slons is p'rt-cu ar! 

! ' ■ Z ,v ?: sl+ V* both because it is most consistent with the valuable 

tradition of academic autonomy, and because it places decisions about the 

Z 5 Z Vr'^r ac+ivl + ,es ,n ^e disciplines In the hands o? Use with 
The most relevant knowledge. As long as state resources are linked to 
enrollments * e can be assured that enrollments and enrollment prospects will 

Lt rS 6 / 01 !^ fT " devel °P ment ' Program termination and resource 
ti f II 10 n I MS ' n +Urn 9SSures a+tent 'on to student interests and 

In Inlll 22 f uden+s are well-informed, to soch+ai needs, market demands, 
and Intellectual developments, which tend to be intercorrelated and to which 
students do respond. It encourages departments and campuses to think 
entrepreneuriaily, to develop and execute strategies designed to flr.d and exploit 

Wh i f U 5 marke+ n,CheS ' +he success of which can be subsequently evaluated. 
Such a funding arrangement also applies pressure on the institution to move to 
rermlnate programs that consistently fail to attract students. As long as some 

U " ? r ! P T d6d ° n 9 m ° re d!scret ' on ary basis, the institution should, as 
Is appropriate, have some capacity to subsidize programs It sees as important in 
spite of low enrollment. 

In such a setup, the state government's role should be to <=ee that 
fn^ Pe ^l! Ve 9rad i! a+e st "dents are provided with the best available objective 
iPformatk ibout the costs, risks and likely benefits of matriculation in the 

Zn ll t Pr ^ r f" S ^ are consideri ng. This should substantially increase the 
degree to i.hlch student demand trends reflect shifts in societal noeds. The 
state should also monitor, publicize and comment on institutions' 
performance-where possible, relative to other comparabk institutions— Ir. such 
areas as responsiveness to student and market demands, efficiency In the use o< 
resources and p. ogram quality. The state's control over the largest part of the 
universities' di-retionary Income will Insure that the institutions rav 
attention to legitimate state concerns. 

These steps are probably as far as the state can efficiently go in seeking 

JJS? n ISii.! V ! r0 V +S + PUbMC universities - » het ^ ^ graduate education or Tr 
other spheres of activity. 
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